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Preliminary Classification: 
Proposed Class: 
Subclass: 

NOTE: "Ml applicants are mquested to include a preliminary classification on newly filed patent 

applications. The pn^iminary c/ass/ffcation, preferat>ly dass and subclass designations, should be 
identic in the upper right-hand comer of the letter of transmittal accompanying the application 
papers, for example 'Proposed Class 2, subclass 129.'" M.P.E.P. § 601, 7th ed. 



IN THE UNITED STATES PATENT AND TRADEMARK OFFICE 

Box Patent Application 

Assistant Commissioner for Patents 

Washington, D.C. 20231 

NEW APPLICATION TRANSMITTAL 

Transmitted herewith for filing is the patent application of 
lnventor(s): 



WARNING: 37 C.F.R. § 1.41(si(1) points out: 

"(0 A patent is affiled for in the name or names of the actus! inventor or inventors. 

"(1) The inventorship of a nonprovisional education is that inventorship set forth in the oath or 
dedara^on as prescnbed by § 1.63, except as provided for in § 1.53(dD(4) and § 1.63(d). If an 
oath or declaration as prescrityed by § 1.63 is not filed during tfie pendency of a nonprovisional 
application, the inventorship is that inventorship set forth in the application papers filed pursuant 
to§ 1.53(b), unless a petition under this paragraph accompanied by the fe^ t17§ 
is filed supplying or changing the name or names of the inventor or inventors." 

For (title): 



CERTIFICATION UNDER 37 C.F.R. § 1.10* 

(Express Mall label number is numdatory:) 
(Express Mail cerWication is optkmaL) 

I hereby certify that this New Application Transmittal and the documents refened to as attached therein are l^eing 

deposited with the United Static Postal Service on this date ^C^^^r- 2.^ 1^^*^ jn an envelope 

as ''Express Mail Post Office to Addressee." mailing Lat)el Number 6^ 0^1 b ad- 
dressed to the: Assistant Commissioner for Patents, Washington, D.C. 20231. 

ifype or print name of person mailing paper) 

Signature cf person niailing paper 

WARNINQ: Certificate of msiling ffirst class) or facsimile transmission procedmes of 37 C.F.R. § 1.8 cannot be 
used to obtain a date of mailing or transmission for this conespondence. 

*WARNING: Each paper or fee nied by 'Express Mail' must have the number of the "Express Mail" mailing label 
placed thereon prior to mmling. 37 C.F.R. § 1.10(b). 

"Since the filing of correspondence under § 1. 10 without the Express Mail mailing label thereon 
is an oversight tfmt can t)e avoided by the exercise of reasonat)le care, requests for waiver of this 
requirement will not be granted on petition. " Notice of Oct 24, 1996, 60 Fed. Reg. 56,439, at 56,442. 
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1. Type of Applicatiofi 

This new application Is for a(n) 

(check one applicable item below) 

iSf Original (noniorovisionaQ 

□ Design 
□ Plant 

WARNING: Do not use this transmittai ibr a compfetm 

U.S.C. § 371(cX4), unless the Intemationsd Application is being filed as a (Mvisional, continusMon 
or continuaiion^n'part appBcation. 

WARNING: Do not use this transntittal for the Mng of a provisional spplicaiiw^ 

NOTE: If one of the following 3 items ^piy, then complete and attach ADDED PAGES FOR NEW APPLICATION 
TRANSMITTAL WHERE BENEFIT OF A PRIOR U.S. APPLICATION CLAIMED and a NOTIFICAVON 
IN PARENT APPUCATION OF THE RUNG OF THIS CONTINUAVON APPUCATION. 

□ Divisional. 
0 Continuation. 

□ Continuation-in-part (C-l-P). 

2. Benefit of Prior U.S. Application(s) (35 U.S.C. §§ 119(e), 120, or 121) 

NOTE: A nonprovisional application may claim an invention disclosed in one or nwre prior filed copending 
nonprovisional applications or copending international applications designating the United States of 
America, In order for a nonprovisional application to daim the bene^ of a prior filed copending 
nonprovisional application or copending intemational a/^lication designating the United States of 
America, each prior application must name as an inventor at least one inverrtor named in the later filed 
nonprovisional application and disclose the named inventor's inv&tdon claimed in at least one d&m 
of the iater filed nonprovisional application in the manner provided by the first paragrsph of 35 U.S.C. 
§ 112. Each prior ai^ication must also be; 

0 An intemational application entitled to a filing date in accorc^ce with fOT Article 11 and 
designating the United States of Americs^ or 

(7f) Complete as set forth in § 1.51(b); or 

^ii) Entitled to a filing date as set forth in § 1.53(b) or § 1,53(<9 and include the basic filing fee set 
forth in § 1.16; or 

(iv)&ttitled to a filing date as set forth in § 1.53(b) and have paid therein the processing and retention 
fee set forth in § 1.210 within the time period set forth in § 1.53Q. 

37 C.F.R. § I.TOmi). 

NOTE: If the new appiicatson b&'ng transmitted is a divisional, continuation or a continuation-in-part of a parent 
case, or where the parent case is an Intemational Application which designated the U.S., or benefit 
of a prior provisional appb'cation is claimed, then check the following item and complete and attach 
ADDED PAGES FOR NEW APPUCATION TRANSMITTAL WHERE BENEFIT OF PRIOR U.S. APPUCA- 
T10N(S) CLAIMED. 

WARNING: if an application claims the benefit of the filing date of an eariier filed application under 35 U.S.C. 

§§ 120, 121 or 365(c), the 20-year term of that application will be based upon the filing date of 
the eariiest U,S. application ttmt the application makes reference to under 35 U.S.C. 720, 121 
or 365(c). (35 U.S.C. § 154(i^) does not take into account, for the detenninatk>n of the patent 
term, any application on which priority is claimed under 35 U.S.C. §§ 1 19, 365<y or 365(b).) For 
a cr4-p application, applicant should review whether any ddm in the patent that will issue is 
supported by an eariier appTtcation and, if not, the appthantshouki consider canceling the refdrence 
to the eariier filed applk:ation. The tenn of a patent is not based on a dam-by-daim approach. 
See Notice of April 14, 1995, 60 Fed. Reg. 20,195, at 20,205. 
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WARNING: When the last day of pendency of a provisional application falls on a Saturday, Sunday, or Federal 
holiday within the District of Columbia, any nonprovisional application claiming benefit of the 
provisional application must be filed prior to the Saturday, Sunday, or Federsd holiday within the 
District ofCofumtm, See 37 C.F.R. § 1.78(sO0). 

jST The new application being transmitted claims the benefit of prior U.S. applica- 
tion{s). Enclosed are ADDED PAGES FOR NEW APPLICATION TRANSMITTAL 
WHERE BENEFIT OF PRIOR U.S. APPLICATION(S) CLAIMED. 

3. Papers Enclosed 

A. Required for filing date under 37 C.F.R. § 1.53(b) (Regular) or 37 C.F.R. § 1.153 
(Design) Application 

Pages of specification 

Pages of claims + i p^^^ /^bstreict 
0 Sheets of drawing 

WARNING: DO NOT submit original drawings. A high quality copy of the drawings should be supplied when 
filing a patent application. The drawings that are submitted to the OWce must be on strong, white, 
smooth, and non-shiny paper and meet the standards according to § 1.84. Ifconecdons to the 
ckawings are necessary, they should be made to the original drawing and a high-quality copy of 

^ the corrected original drawing ttmn submitted to the Office. Only one copy is required or desired. 

^ For comments ai proposed then-new 37 C.F.R J 1.84, see Notke of h/larch 9, 1988 (1990 O.G. 

4; NOTE: "Identifying indida, ii provided, should include the application number or the title of the invention, 

inventor's name, docket number (if any), and the name and telephone number of a person to call if 

h| tf» Office is unable to match the drawings to the proper applkxttion. Jhisinfdnnation should be placed 

on the back of each sheet of drawing a minimum distance of 1.5 cm. (5/8 inch) down from the top 
of the page . . 37 O ER. § 1.84(c)). 

fU (complete the following, if applicable) 

□ The enclosed drawing(s) are photograph(s), and there is also attached a 
"PETITION TO ACCEPT PHOTOGRAPH(S) AS DRAWING(S).'' C7 C.F.R. 

^ § 1.84(b). 

Ifi , □ fbmial 

^ □ infomnal 

II B. Other Papers Enclosed 

Pages of declaration and power of attomey ( Ocf^^ ^^ii>hc^on } 

_J Pages of al)stract 

Other 

4. Additional papers enclosed 

^ Amendment to claims 

M Cancel in this applications claims 13^ lig^ l^,^Dj 23-3^arTj;n-3^ hpfnrA 
calculating Itie filing fee. (At least one original independent claim must be 
retained for filing purposes.) 

□ Add the claims shown on the attached amendment. (Claims added have 
been numbered consecutively following the highest numbered original 
claims.) 

□ Preliminary Amendment 

□ Infonfnatlon Disclosure Statement ^7 C.F.R. § 1.98) 
J; □ Form PTO-1449 (PTO/SB/08A and 08B) 

□ Citations 

(^4ew Application Transmittal [4-11— page 3 of 11) 



□ Declaration of Biological Deposit 

□ Submission of "Sequence Listing.'* computer readable copy and/or amendment 
pertaining thereto for biotechnology invention containing nucleotide and/or 
amino acid sequence. 

□ Authorization of Attomey{s) to Accept and Follow Instructions from Representa- 
tive 

□ Special Comments 

□ Other 

5. Declaration or oath (including power of attorney 

NOTE: A newly executed dadara^on is not required in a continuation or divisionai application provided that 
the prior nonprovisional application contained a declaration as required, tlie apf^ica^on t)eing filed is 
by all or fewer than al! the inventors named in the prior application, there is no new matter in the 
application being Wed, and a copy of the executed declaration fited in the prior application (showing ^ 
the signature or an indication thereon that it was signe d) is submitted. T he copy must i>e accompanied 
by a statement requesting dele^on of the names of person(s) who are not inventors of the application 
being filed. If the declaration in the prior application was filed under § 1.47, then a copy of that 
declarationmustbe1iledaccompaniedbyacopyofthededsiongran^ng§ 1A7statusor, ifanonsigning 
person under § 1.47 has subsequ&ntly joined in a prior application, then a copy of the subsequently 
executed dedaratior) must be filed. See 37 C.F.R. §§ 1.63(d)(1H^). 

NOTE: A declaration filed to complete an appUca^on must be executed, identify the spedfication to which it 
is directed, identify each inventor by full name induding family name and at least one given name, without 
at>t)reviation together with any other given name or initial, and the residence, post office address and 
country or dtizenshtp of each inventor, and state whether the inventor is a sole or joint inventor. 37 
C.F.R § 1.63(^1H4)' 

NOTE: "The inv&itorship of a nonprovisional application is that inventorship set forth in ttie oath or declaration 
as prescrit)ed by § 1.62, except as provided for in § 1.53(d)(4) and § 1.63(d), If an oath or dedaration 
as prescribed by § 1.63 is not filed during the pendency of a nonpro}nsional application, the inventorship 
is fhaf inventorsNp set forth in the application papers filed pursuant to § 1.530^), unless a petition under 
this pars^raph accompanied by the fee set forth in § 1.17(f) is filed supplying or changing the name 
or names of the inventor or inventors." 37 C.F.R. § 1.41(ei(1). 
Kf Enclosed is a c^^^ of-H^ cL^^ir^'on -^'^ +^ pair^<'vh <:^jipi:<xJ<on , 

Executed by 

(check all applicable boxes) 

ja inventor(s). 

□ legal representative of inventor(s). 
37 C.F.R. §§ 1.42 or 1.43. 

□ joint inventor or person showing a proprietary » 
interest on t>ehalf of inventor who refused to sign 
or cannot be reached. 

□ This is the petition required by 37 C.F.R. § 1.47 and the statement 
required by 37 C.F.R. § 1.47 is also attached. See item 13 below 
for fee. 

□ Not Enclosed. 

NOTE: Where the filing is a completion in the U.S. of an International Application or where the completion of 
the U.S. application contains subject matter in addition to the International Application, the application 
may be treated as a continuation or continuation-in-part, as the case may be, utilizing ADDED PAGE 
FOR NEW APPUCATION TRANSMnfTAL WHERE BENEFIT OF PRIOR U.S. APPUCATION OLAihAED. 

□ Application is made by a person authorized under 37 C.F.R. § 1.41(c) on 
behalf of a// the above named inventor(s). 
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(The declaration or oath, along with the surcharge required by 37 CF.R. § 1.16(e) 

can t>e filed sut>sequently). 

□ Showing that the filing is authorized. 

(not required unless called Into question. 37 C.F.R § 1.41(d)) 

6. Inventorship Statement 

WARNING: If the named inventors are each not the inventors of all the daims an expianation, induding the 
ownership of the various claims at the time the last claimed invention was made, should be 
submitted. 

The inventorship for all the claims in this application are: 
P The same. 

or 

□ Not the same. An explanation, including the ownership of the various claims at 
the time the last claimed invention was made, 

□ is submitted. 

□ will be submitted. 

7. Language 

NOTE: An application including a signed oath or dedaration may be niedm a language other than Engtish, 
An English translation of the non-English language application and the processing feA of $130,00 
required by 37 C.F.R. §1.17$^ is required to be filed with the apptica^on, or withihusuchiitne as may 
be set by the OfHce. 37 C.F.R. § 1.52(<0, 

S English 

□ Non-English 

□ The attached translation includes a statement that the translation is accu- 
rate. 37 C.F.R. § 1.52(d). 

8. Assignment 

El An assignment of the invention to Vgiu^e. ^ UX. iMa\ soIp iymU^ 
en hexJm^ 1 1 ^ i ^1 ^1 q ccp^i ej^clo^) . 

□ is attached. A separate □ "COVER SHEET FOR ASSIGNMENT iXXJU- 
MENT) ACCOMPAIWING NEW PATENT APPLICATION" or D FORM PTO 
1595 Is also attached. 

□ will follow. 

NOTE: ''If an assignment b submitted with a new application, send two s^)am 
and one for the asaignaient'' Notice of May 4, 19S0 (1114 QG. 77-78). 

WARNING: A newly exaoB^ ^CERTIFICATE UNDER 37 C.F.R J 3.73(br must be Hied when a corttsnuanon- 
ln-partapp^Baiiin'^mQdbyane^^^.No^<^April30, 1993, 11500,3.62-64. 
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9. CerHfied Copy 

Certified copy{ies) of appiication(s) 



Country Appln. No. 


Filed 


Country Appln. No. 


riied 


Country Appln. No. 


Filed 


from wliich priority is claimed 




□ is (are) attached. 




□ will follow. 




NOTE: The fdr&gn application forming the basis for the daim for priority must be referred to in the oath or 
declara^on. 37 C.F.R, § 1.55(a) and 1.63. 


NOTE: This item is for any foreign priority for which the appiication tjeing filed directly relates. If any parerrt 
U.S. application or International Application from which this application dams berwfit under 35 U.S.C. 
§ 120 is itself entitled to priority from a prior foreign eppHcaHon, then complete item 18 on the ADDED 
PAGES FOR NEW APPUCATION TRANSMITTAL WHERE BENEFFT OF PRIOR U.S. APPUCATIONfS) 
CLAIMED. 


10. Fee Calculation (37 C.F.R. § 1.16) 




A. JS[ Regular applicaiHon 




CLAIMS AS FILED 


Number filed Numt)er Extra Rate 


Basic Fee 
37 C.F.R. § 1.16(a) 
$760.00 


Total 

Claims (37 C.F.R. 

§ 1.16(c)) 2b - 20 = 0 X $ 18.00 


0 


Independent 
Claims (37 C.F.R. 

§ 1.16(b)) 3 - 3 = 0 X $ 78.00 




Multiple dependent claim(s), 

if any (37 C.F.R. § 1.16(cO) + $260.00 


C 



\S Amendment cancelling extra claims is enclosed. 

□ Amendment deleting multiple-dependencies is enclosed. 

□ Fee for extra claims is not being paid at this time. 

NOTE: If the fees for extra claims are not paid on filing tfTey must 6e paid or the daims cancelled byamendmentf 
prior to the expiration of the time period set for response by the Patent and Trademark Office in any 
notice of fee defidency. 37 C.F.R. § 1.1 6(c^. 

Filing Fee Calculation $ • — 

B. □ Design application 

($310.00—37 C.F.R. § 1.16(f)) 

Filing Fee Calculation $ 

(New Appricalion Transmittal [4-1}— page 6 of 11) 



fReL80-7/99 Piib.6Q5) 



FORM4>l 



4-9 



C. □ Plant application 

($480.00—37 C.F.R, § 1.16(g)) 

Filing fee calculation $ 

11. Small Entity Statemenl(s) 

jSI Statement{s) that this is a filing by a small entity under 37 C.F.R. § 1 .9 and 1 .27 
is (are) attached. 

WARNING: "Status as a small entity must be specdficalty established in each application or patent in which 
the status is availabSe and desired. Status as a small entity in one application or patent does not 
affect any other application or patent, including applications or patents which are directly or 
indirectiy dependent upon the application or patent in which the status has been established. The 
refiling of an application under § 1.53 as a continuation, division, or continuation-in-part (tnduding 
a continued prosecution applica^on under § 1.53((9), or the filing of a reissue application requires 
a new determination as to continued entitlement to small entity status for the continuing orr&ssue 
application. A nonpfV\nsionat application claming bene^ under 35 U.S.C. § 119(e), 120, 121, or 
365(c) of a prior application, or a reissue application may rely on a statement filed in the prior 
application or in tf)e patent if ttie nonprovisional application or the reissue application indudes a 
reference to the statement in the prior application or in the patent or includes a copy of the 
statement in the pri^or application or in the patent and status as a small entity is still proper and 
desired. The payment of the small entity basic statutory filing fee wilt be treated as such a reference 
for purposes of this section." 37 C.F.R $ 1.28(€i^). 

WARNING: "Small entity status imistrKyt be established when the person or persons signing tiie. . .statement 
can unequivocally make the required self-certification.'' M.P.E.P., § 509.03, etii ed„ rev. 2, July 
1996 (emphasis addedl). 

(complete the following, if applicable) 

IS Status as a small entity was claimed in prior application 

/ ^fo^ Dfoa filed on [^oVi '^ /l^H , from which benefit 

is being claimed for this application under 

35 U.S,C. § □ 119(e), 
la 120, 

□ 121, 

□ 365(c), 

and which status as a small entity is still proper and desired. 
□ A copy of the statement in the prior application is included. 
Filing Fee C^ilculation (50% of A, B or C above) 

$ 3^0 

MOTE* Any excess of the full fee^ pa/d will t>e refunded if smeJI entitiy status is estat)lished and a refund request 
are filed within 2 monttis of the date of timely payment of a full fee. The two-month period is not 
extendable under § 1.136. 37 CF.R. § 1.2^. 

12. Request for intemationai-Type Search (37 C.F.R. § 1.104(d)) 

(complete, if applicable) 

□ Please prepare an intemational-type search report for this application at the time 
when national examination on the merits takes place. 
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13. Fee Payment Being Made at This Time 

□ Not Enclosed 

□ No filing fee Is to be paid at this time. 

(This and the surcharge required by 37 C.F.R. § 1.16(e) can be paid 
subsequently.) 

^ Enclosed 

^ Filing fee $ 3^Q 

□ Recording assignment 
($40.00; 37 C.F.R. § 1.21(h)) 

(See attached "CJOVER SHEET FOR 
ASSIGNI^ENT ACCOMPANYING NEW 

APPLICATllON".) $ 

□ Petition fee for filing by other than alt the 
inventors or person on behalf of the inventor 
where Inventor refused to sign or cannot be 
reached 

($130.00; 37 C.F.R. §§ 1.47 and 1.17(i)) $ 

□ For procesising an application with a 
specification in 

a non-English language 

($130.00; 37 C.F.R. §§ 1.52(d) and 1.1 7(k)) $ 

□ Processing and retention fee 

($130.00; 37 C.F.R. §§ 1.53(d) and 1.21(f)) $ 

□ Fee for Intematlonal-type search report 

($40.00; 37 C.F.R. § 1, 21(e)) $ 

NOTE: 37 C.ER. § 1.21 § establishes a lee lor processing and retaining any spptication Urat is abandoned lor 
filing to complete the application pursuant to 37 C.F. A § t,53(9 and this, as well as the changes to 
37 C.F.A §J 7,53 and 1.78(eO(1), indicate that in order to obtsun me benefit of a prior U.S. application, 
either the basic filing iee must be paid, or the processing and retention fee of § 1.21(1) must be paid, 
within 1 year from notification under § 53(9. 

Total fees enclosed $ 3 ^ O 

14. Method of Payment of Fees 

ja Check in the amount nf $ 3^ O 

□ Charge Account No. . in the amount of 

$ 

A duplicate of this transmittal Is attached. 

NOTE: Fees should be itemaed in such amannerthatit is dear for which purpose the fees are paid. 37 C.F.R. 
§ 1.22(t>), 
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15. Authorization to Charge Additional Fees 

WARNING: If no fees are to be paid on filing, the following items should not be completed, 

WARNING: Accurately count claims, especially multiple dependent claims, to avoid unexpected high charge, 
if extra daim chargiis are authorlTed. 

□ The Commissioner is hereby authorized to charge the following additional fees 
by this paper and during the entire pendency of this application to Account No. 



□ 37 C.F.R. § 1.16(a). (f) or (g) (filing fees) 

□ 37 C.F.R. § 1,1 6(b), (c) and (d) (presentation of extra claims) 

NOTE: Because additional fees for excess or multiple dependent claims not paid on filing or on later presentation 
must only be paid or these daims cancelled by amendment prior to the expiration of the time period 
set for response by the pro in any notice of fee deficiency ^7 C,F,R, § 1.16(d)), it might t)e best not 
to authorize the PTO to iCharge additional daim fees, except possibly when dealing with amendments 
after final action. 

□ 37 C.F.R. § 1 .1 6(e) (surcharge for filing the basic filing fee and/or declaration 
on a date later than the filing date of the application) 

□ 37 C.F.R. § 1.17(a)(1)-<5) (extension fees pursuant to § 1.136(a)). 

□ 37 C.F.R. § 1.17 (application processing fees) 

NOTE: " . A written request may be submitted in an applica^'on that is an authoriza^on 

or future reply, requiring a petition foreai &(tension of time under this paragraph for its timely submission, 
as incorporaUng a petition for extension of time hr the appropriate length of time. An authorization to 
charge ail required fees, fees under § 1.17, or ail required extension of time fees will be treated as a 
constructive petition for an exten^on of time in any concurrent or future reply requiring a petition for 
an extension of time under this paragraph for its timely sutmtission. Sutmtission oftfie^set forth in 
§ 1.17(ei) will also t)e treated as a constructive petition for an extension of time in any concurrent reply 
requiring a petition Uxr an extension of time under this paragraph for its timely submission. " 37 C.F.R. 

§ i.nm?h 

□ 37 C.F.R. § 1.18 (issue fee at or before mailing of Notice of Allowance, 
pursuant to 37 C.F.R. § 1.311(b)) 

NOTE: Where an authorization to charge tfw issue fee to a deposit account has been filed before tiie mailing 
of a Notice of Allowance, the issue fee will be automatically charged to the deposit account at the time 
of mailing the notice of allowance. 37 C.F.R. § 1.311<f>). 

NOTE: 37 C.F.R. § 1.28(b) require "Notification of any change in status resulting in loss of entitiement to small 
entity status must t)e filed in the application . . . prior to paying, or at tire time of paying, . . .theissue 
fee. . . " From the wording of 37 C.F.R. § 1.28(b), (^ notification of change of status must be made 
even if the feels peud as "other than a small entity" and p) no notification is required if the change 
is to another small entity/. 
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16. Instructions as to Overpayment 

NOTE: *. . . Amounts of twenty-five cfoffars or less will not be returned unless specifically requested within 
a reasonable time, nor will the payer be notified of such amounts; amounts over twenty-five dollars may 
be returned by check or, if requited, by credSt to a deposit account' 37 C.F.R. § r.26ft>. 

□ Credit Account No 

Jp^ Refund 





Reg. No. ?S*, /i^S^ 



SIGNATURE OF PRACHTIONER 



Tel. No. (UO) Xl'S-oZlSi 



{type or print name of attorney 



P.O. Address 



Customer No. 
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incorporation by reference of added pages 

(check the following Item if the application in this transmittal claims the benefit of 
prior U.S. application(s) (including an international application entering the U.S. 
stage as a continuation, divisional or C-l-P application) and complete and attach 
the ADDED PAGES FOR NEW APPUCATION TRANSMITTAL WHERE BENEFIT OF 
PRIOR U.S. APPUCATION(S) CLAIMED) 

Plus Added Pages for New Application Transmittal Where Benefit of Prior U.S. 
Application(s) Claimed 

Number of pages added ^2 



□ Plus Added Pages for Papers Refen^ed to in Item 4 Above 

Number of pages added 



□ Plus added pages deleting names of inventor(s) named in prior application(s) 
who is/are no longer inventor(s) of the subject matter claimed in this application. 

Number of pages added 

□ Plus "Assignment Cover Letter Accompanying New Application" 

Numl)er of pages added 

Statement Where No Further Pages Added 

(if no further pages form a part of this Transmittal, then end this Transmittal with 
this page and check the following item) 

□ This transmittal ends with this page. 
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ADDED PAGES FOR AFFUCATION IRANSMITTAL WHERE BENEFIT OF 
I»RXOR APPLICATION(S) CLAIMED 

WTE: Seo37C,F.R$ 1,78. 

17. ItolaftoBaek 

IKMMimO; HmappkationekAii^lhB benefit of ttitm)S<ltt6<ameariier mi tpp^ 
$S ISO, 121 0rS66(k^(Ma(4««reBm>ofitar4ipMfcinto»t^ 
ttoMi«MtUS,4ViP#ttetoniftflrtto^catie»>m«J)jMfl^^ 120,121 
orSte^. (3SUS.C § f54^cA»siiof talks Mo wcDunt ftr tfie deisnnhtttfoii) d/ the AStMf 
i«ff^alO'^f;9J«c8ttonel^tvWl:hprf^ tfS. SeSfi^ or for 

s ans/toietoff. ^pp/tearrt aftwtti wHaw whether my eUs&ii in tfw pidnf ttaf wf// iaaae is 
sifipofietit^tneoi^aivteslien md, Urn, 1h9ma(sntshoiM«oft^canBe»ig the nfenncs 
to1ti9evV$ra^^^aitiotu TTw torn? 9^ «jaataM is not basM<» a CMm-4«saitfni spa 
See Notfw of /\prfr 74, 1995. 60 fiNl Ae^. 2Af 9$. at 20,20S. 

(compl&to the fotlowing, ffappHoabb) 

JSQ Amend the s^iecffication by inserting, before ti^d first f^, the following sentence: 
A. 99 U.&C. § 119(11) 

«onttAi or te omtntfM ip «oi^ 
ita Afo a /i9«mnt» «9 sacA sueh Mk* AroM^^ 

G "This application claims the beneffit cf U.S. Provisional Applic8tian(s) No(3).: 
APPUCATiON mSSUi FlUNQ DATE 



/ - 

/ . " 

/ " 



(Added Images for ApptleBlion Transmittal When Beneflt of PHor U.S. Apptleatian{4 Qalmed 
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B* 39 U.S.C. §§ 120, 121 and 365(0) 

NOTE: "Except U>r a corft//iu9d prosecuUon 9p0c&tiQn filed under § 1.d$(c^, ai^y nonfiro^/isional sp^cation 
^mitig itm b^mm of one or moA p^or Wed €q^(^ng nonpmyisionBi applications or IntermHon^ 
af^)lic^iQna cfss^ne^g ihe iMed ofAnterica nmt conte^ or t9 mtmdwi to contain in the 
sdrtfsncA of ttm spednoation f^ov^ tfie 3 /vfenbud to such prior applit^on, tden^fylng 
it ty appHcation numter (conslatlng of th0 cods and seriat number} or In^ationel appit^on 
number md int^^tion$i llhng date and inditing the f^l$tiQnship of the ^plioa^ona. . . , Cross- 
mferences to other mtated appli<xiions may b& rtwcfe when appropriate^'' ($Be $ t.i4(a)i, 3/ C.F.R 

IISJ "This application i$ a 
09 continuation 

□ continuation-in-part 

□ divisional 

of copending aiDplication(s) 

^ application number 0 B I „%4>) Q^Q ?1 filed on ilbLljSlZi'' 

□ Intemattonal Application ^ filed on 

I II and which designated the U,S/' 

W7E\ TTto prqper fl&fea™ to a prior PCT af^catlon that enterwd ih0 U.$. na^&mi phase ia tf» US. 
^ seriai nurhtier and the Mng date of the fK:T^iio$m th^ d^gne^ ^ US. 

NOtE: (1} Whem the applied t;i$^g transmitted a<^ suts^ect rmttar to th& tntemati&ial Application^ ^ 
can be aa a con^mjation, 

NOTEt The dwrd/Zne tor entering the natltvisJ p/)ase in the US, for an iniemstloml appllcdtion was defined 
in tfw N0HC6 af^\prii SB, mr {1079 9Bto4e)9s fdllowa: 

The Patent and Traden^ Of^ coi^defs the inteme^onai appncsUon to te pent^ng until the 22nd 
f mi^th^mprioiiiyf^^ if ^ United Smea has been design^ and no Demand nirk^ 

Pfaliminary EMsmination haa teen ^tedprior^tha axpiratlem of the fSth month frgrft the prSorfty date 
and un^ the 3ind month fem dva priority ds^ if a Demmd fdr International Pra^nary Examina tibn 
etacM m Unimd Smea ofAmerioa ha$ been md prior to the e?(plm^on Qf the 19th monUi 
the priority date, pnsvlded 0tat a copy of the kUema^ei appHc^n haa been communltmM 
fo the Patent and Trademartt ome w/</?*7 the SO or 30 mon^ period fespet^vely. if a oopy of the 
International appHt^tion haa not been oomnumicated to the Patwt and Tradamarit Office witm the 
20 or 30 monm p«iod mspeotivaiy. the htematfonai^^icstion becomes abandoned ^ to ^ United 
States 20 or 30 months from the priority ^/e^secti)^, Theae periodaha^ been pieced in ^nil0$ 
aaparagi^&i}ofS l'^andpara^aph0of§ 1.495. A oontimjk)g^lica^ under 36 U,S.a^6S(i:i} 
and 120 may be fited ar^me faring ^ pMdem^ of the In^a^onai application.'' 

□ 'Ihe nonprovlstonal application designated above, namely application 

/ , filed , claims the l)enefit of 

U.S. Provisional Appllcation($) No(&}.i 



APPLICATION HO{SU FlUNQ DATE 



□ Where mom than one rof^ence is made above, please combine at) references 
into one sentence^ 
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18. Rirtwl* Baek^as UM. 9 119 Moilty Claim fttf Prior AppflMtton 

The prior U.S. applicatlon(s), Including any prior international Application designating the 
U.8., Idantlfiad above in item 17B, in turn itself cialm(8) foreign priority(le$) as follows: 

Country; Appin, na Piled en " 

The certified copyties) has (have) 

□ been filed on , in prior application 0 / , which was 

filed on ««„,....«^ 

□ is (are) attadied. 

WAimi9i n» tsmadetw of tt» priority 9fi^lca^m may h»nbe»eommtf^ 

ihemtmVlowlBtiim/tnayaotbenlMon wmamiytmatofataartlliodQopyatttvpimf 

<JOCWn*rta <hVn the fa/d(rt«od transfer tfiom to tto contsmMg tfipScathn. The resou/w* nculfod 

entaramf ffla/l«« jiMWftf «^«iicA i»pte 
^ in» priaiiy doamoab In MtfS MBme^bo^ affiBeai^ 

aiiig9 mt b$ niM an, Nalle««f April 28. 19S7(1CI?dM, as 10 4^ 

IS. MaintMiam «4 OopantfMiey Off Prior AMriiealion 

mp^aa la ma wOi tfw papm eenstituik^ ff» fflErra of tbs oonSmmn woAatftvi. NaOea el 

A. □ Extension Of time in prior appRcatkm 

f 

(rm mm must bo eompksted and tho papers fiw in th9 prior afipBoathn, 
if tha perloel set m the pifor appKeaUon has ntfL) 

□ A petition, fee and response extends the temt in the pending prior application 
until 

□' A eopK? of. the petition filed in pfkjr application is attac^^ 

B. Q Conditional- Petition tor Extension of Tirne In Prior Appiication 

(Bonpiata m Itam, tf pmHoia «m not appllGabia) 

□ A condlttonal petltfon for extension of time is being filed in the pendhg prior 
application. 

□ A eepy of the conditional petition fHed In the prior application is attached. 
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20. Fttrthor Invei itoraMp StatoniMit Wh«ra BM«fit of Prior Api^lleatioiiCs) 
Claimed 

(bomp/etd ^plic&t^B /tarn p) &nd/or (c) bdow) 

Si "'This apptlcation disclosed and cteiims only subject matter disclosed in the prior 
application whoee particulars am set out above and the lnventor($) in ti^la 
application are 

iS[ tti8 same. 

□ lesa than those named in the prior application. It is requested that the 
foltowing lnventor(s) Identified for the prior applloation be deleted; 



of invBntorts) ep b& dototo^ 

(b) □ This application discloses and claims additional disclosure by amendment and 

a new declaration or oath is being filed. With respect to the prior application, 
the inventor(s} in this applloation are 

□ the sstme. 

□ the following additionel lnventor(s} have been added: 

(iype nsmef^ oflnywk^ to be aMscO 

(c) The inventorship for alt the claims in this application are 

□ the same. 

□ not the same. An explanation, tncludkig the ownership of the various claims 
at the time the last claimed invention was made 

□ is submitted. 

□ will be submitted. 



tAdiM for Applicditton Transniinal Whw emeft of Prior U.S. Apptlcatlon(fl) Clainwd 
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21. JJiandonmomof Prior Applleation(^£ysp«C8bi^^ 

□ PIdase abandon the prior application at a time whii« the prior application is 
pending, or when tho petStien for e)ctenslon Of time or to revive in that application 
is granted, and when this appiicetion is grented a filing date, so as to make this 
appticafton copending with said prior application. 

NOTEt AcconSflp the NoHos of May 13, f 003, TM06 0-?}, tf» Mffg of a conHnue^em tf conHnuatloti-ln' 
pari ofjpHcation is a prtsper i^^pofw wf^ msp9^ to a pot^ tor extor^on of time or a p^on to 
revTva antf should /ncAiids Ui^ expmsz atendanmant of ^ piior ofiptieoUon oon^ition^ upon tfw 
g/^mg of^p&^of} &iCl tho grs^tirtg of a dsiteiotho o^Uthj^q application. 

22i Petlliofi for Swpmftloii of ProooeuHon for tho Timo Noeosury to 
Fiio an Amondmoiii 

whM (ii^thonewappll^tionls&oor^ij^ng ^oation of, ora «utetitutofor. an eafUerapplleai^ 
snd^^the dSafms of the new epptMiort 0) w dmwn to tfw same inMttion Mmed In ^ 
ear^epf^:^^, find would hav$ fssen property ^ne^ rslooted on the 0/ iart of record 
h^rmt<^adi0itiftheyh$dbeen6ritefedintheearl^aff^ki^^ 70&om, 
7th ed, 

NOTE' Mi«/9A^)»ssfla^tta<tf»^^ 
am/ ^sdm rsffiswian amemfrn^ 

It my b& deaimble ^ fHa a petl^n for auspeir^ of pro&»eu^ 
^eck the fi&a tmi, ff e^cabte) 

□ There is provided herewith a Petition To Suspend Prosecution for the Time 
Necessary to Fife An Amendnient (New Application Filed Conoun^tly} 

83. Small Entity (37 C.F.R. § 1.28(a)) 

□ Applicant has established small entity status by the filing of a statement in parent 
appliofttton /«2kkJ2kii. on . A j-h^+cf^veKf is e^dos^d, 

□ A copy of the statement previously fibd Is included. 

WAfiNiNQ: See 37 G.F.FL $ 7,^. 

WAFlMNQi ^SmalEf«ff%8teAje&fmist/Ki^b«esia&£^^ 

^n twqutvoeeny make the n^uimd fieff-owt'^tron/ M,PM.P., $ 509*09, 7th ed, ^/npteste 

24. NOTIFICATION IN PARENT APPUCATION OP THIS FIUNQ 

□ A notffioation of the filir^ of this 
(Ghedc one of the fbltewlnsd 

□ continuation 

□ continuation-in-part 

□ divisional 

is being filed in the parent application, from which this application claims priority under 3S 

U.S.C. § 120: 

Mded Paa» for Appltestion Tranamhtal Where Sanem of Prior U*S. Appl«cation(4 QIaimed 
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VERIFIEDSTATEMENTCLAIMINGSMALLENTITYSTATUS 
(37 CFR 1 .9(f) & 1 ,27(c))--SM ALL BUSINESS CONCERN 



Docket Number (Optional) 



Applicant or Patentee: tA^Ultam 1^, I^iVki ^ e^HrsJ , 

^plication orPatentNo.: c:^irt-Hnu<ii\oin> o-^ LUU Apa in i^02 hLL^Ok^X , 

or Issued: Kei^uu-k^ ' 
Title: m^4itocL Prts-k^ry A^akkfA- Ou^try i t^, t>^n/^ cf 

I hereby declare that I am T /> o 

Jgr the owner of the small business concern Identified below: 

□ an official of the small business concern empowered to act on behalf of the concern identified below: 
NAMEOFSMALLBUSiNESSCONCERN XiP ^Alil-e ^ LLC 



ADDRESSOFSMALLBUSINESSCONCERN c/P 5h I /)irt£ito li> feOccitQ^Ki 

I hereby declare that the above identified small business concern qualifies as a small business concern as defined 
in 13 CFR 121 .12, and reproduced in 37 CFR 1 .9(d), for purposes of paying reduced fees to the United States Patent and 
Trademai1< Office, in that the number of employees of the concern, including those of its affiliates, does not exceed 500 
persons. For purposes of this statement, (1) the number of employees of the business concern is the average over the 
previous fiscal year of the concern of the persons employed on a full-time, part-time, or temporary basis during each of the 
pay periods of the fiscal year, and (2) concerns are affiliates of each other when either, directly or indirectly, one concem 
controls or has the power to control the other, or a third party or parties controls or has the power to control both. 

I hereby declare that rights under contract or law have been conveyed to and remain with the small business concern 
identified above with regard to the invention described in: 

JSlthe specification filed herewith with title as listed above. 

□ the application identified above. 

□ the patent identified above. 

If the rights held by the above identified small business concem are not exclusive, each individual, concem, or 
organization having rights in the Invention must file separate verified statements averring to their status as small entities, 
and no rights to the Invention are held by any person, otherthan the inventor, who would not qualify as an independent inventor 
under37 CFR 1 .9(c) ifthat person made the invention, orbyanyconcem which would not qualifyas a small business concern 
under 37 CFR 1 .9(cl), or a nonprofit organization under 37 CFR 1 .9(e). 

Each person, concem, or organization having any rights in the invention is listed below: 
LJ no such person, concem, or organization exists. 
@J each such person, concem, or organization is listed below. 

Separate verified statements are required from each named person , concem or organization having rights to the 
invention avening to their status as small entities, (37 CFR 1 .27) 

1 acknowledge the duty to file, in this application or patent, notification of any change in status resulting In loss of 
entitlement to small entity status prior to paying, or at the time of paying, the earilest of the issue fee or any maintenance 
fee due after the date on which status as a small entity is no longer appropriate. (37 CFR 1.28(b)) 

1 hereby declare that all statements made herein of my own knowledge are true and that all statements made on 
infomnation and belief are believed to be true; and further that these statements were made with the knowledge that willful 
false statements and the like so made are punishable by fine or imprisonment, or both, under section 1001 of Title 18 of 
the United States Code, and that such willful false statements may jeopardize the validity of the application, any patent issuing 
thereon, or any patent to which this verified statement is directed. 

NAME OF PERSON SIGNING l^VrV^ P^xCoVe^Wo 



TITLE OF PERSON IF OTHER THAN OWNER 

ADDRESS OF PERSON SIGNING 



SIGNATURE ^JU^ UnreJ} Sj^ DATE U-^S-^^ 



Any 
Office, 

Washington; DC 20231.' ^ ^"^'^^ uuM^-Lti bu t-uHMa to this address. SEND TO: Assistant Commissioner for Patents. 



METHOD OF PROTECTING AGAINST A CHANGE IN VALUE OF 
INTELLECTUAL PROPERTY, AND PRODUCT PROVIDING SUCH PROTECTION 

Field of the Invention 

The present invention relates to intellectual property, and more particularly relates 
to protection against changes in value of intellectual property. 

Background of the Invention 

Patents, trademarks, service marks, trade secrets, trade dress rights and copyrights, 
referred to collectively herein as "intellectual property," provide an owner with the right to 
exclude others from making, using or selling particular product and services. When a 
business or portion of a business is sold, the seller and purchaser usually conduct a limited 
"due diligence" analysis to determine a value for the portfolio of intellectual property to 
be sold and purchased. Because an extensive analysis of the intellectual property involves 
both legal and business value analysis and, in the end, contains some unknown and 
unknowable elements, the purchaser of a business often must assume a reasonable degree 
of risk related to intellectual property. The transaction, whether a sale, refinancing, 
investment decision or other transaction, also poses risks to the directors of both 
companies, financiers, lenders, and other parties, both as to their investments and their 
liabilities. 

It would be useful to provide a method of spreading the risk which is associated 
with the purchase of intellectual property among one or moire parties who are neither 
purchasers or sellers of the business. 

Summary of the Invention 

An object of the invention is to provide a method of spreading the financial risks 
associated with the purchase, ownership and use of intellectual property. 

Another object of the invention is to provide an insurance product which protects 
the value of intellectual property assets. 

A fiirther object of the invention is to provide a method of insuring the validity of 
patents, trademarks, copyrights and other intellectual property. 



Yet another object of the invention is to provide insurance for patents and other 
intellectual property in the context of acquisitions and mergers. 

Other objects of the invention will become apparent from the remainder of the 
specification and the claims. 

A preferred form of the invention is a method of providing protection against an 
unexpected change in value of an intellectual property asset, comprising: 

(a) , obtaining a description of at least one intellectual property asset of a first 

party, 

(b) . determining a value of said at least one intellectual property asset, 

(c) . determining a cost of providing compensation for an unexpected change in 
value of said at least one intellectual property asset, and 

(d) . oflFering to provide compensation for at least a portion of any unexpected 
change in value of said at least one intellectual property asset to a person with an interest 
in the first party. 

In a particularly preferred form of the invention, the method further comprises: 

(e) . obtaining a first fee in exchange for offering to provide compensation. Step 
(d) preferably includes providing an evaluation of said at least one intellectual property 
asset. 

In another particularly preferred form of the invention, steps (a) - (d) and 
optionally step (e) are executed by, or on behalf of, an offeror, and the method further 
comprises: 

(f) accepting the offer to provide compensation, 

step (f) being executed by said person with an interest in the first party. Step (f) preferably 
includes paying a second fee to the offeror. 

In a preferred form of the invention, the "value" of the at least one intellectual 
property asset in step (b) includes at least one fiiture value, and the unexpected change in 
value is determined at the time for which said at least one future value was determined. 
The value in step (b) preferably fiirther includes a current value of said at least one 
intellectual property asset. 
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The intellectual property asset preferably includes at least one member selected 
from the group consisting of patent rights, patent application rights, trademark rights, 
service mark rights, copyright rights, trade secret rights and trade dress rights. The 
"person with an interest in the first party" preferably is the first party, an officer of the first 
party, a director of the first party, a prospective purchaser of the intellectual property asset 
or assets, or a director or oflBcer of the prospective purchaser. Even more preferably, the 
"person with an interest in the first party" is a party other than the first party. Most 
preferably, the "person with an interest in the first party is a prospective purchaser and/or 
the officers and/or directors of the prospective purchaser. 

The "unexpected change in value" referred to above, if such change occurs, 
preferably is based at least in part upon a legal determination of invalidity and/or 
unenforceability of the patent, trademark, copyright or other intellectual property right. In 
a preferred from of the invention, the "value" of the asset includes at least one of a 
financial value and a monopoUstic right. 

Step (b) of the method described above preferably includes analyzing the validity 
of the intellectual property asset or assets. Step (b) alternatively or also preferably 
includes assigning a monetary value to the intellectual property asset or assets. 

In a particularly preferred from of the invention, the intellectual property asset or 
assets include at least one patent right. The intellectual property assets covered by the 
method of the invention also can include pending patent applications. 

The method of the invention most preferably is directed to a situation in which 
compensation is offered to the party with an interest in the first party in connection with 
(e.g. upon, after or subject to) transfer of ownership of the intellectual property asset or 
assets to a second party. 

Another preferred form of the invention is a method of insuring against a risk of 
an unexpected reduction in the value of a patent right, comprising: 

assigning a value to the patent right while the patent right is owned by a first party, 

estimating the likelihood of an unexpected reduction in value of the patent right, 

and 
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agreeing to provide compensation to a person with an interest in the first party for 
at least a portion of any unexpected reduction in value of the patent right during a 
particular period of time after receipt of an insurance premium, the insurance premium 
being paid in connection with a transfer of ownership of the patent right. 

A further preferred form of the invention is a method of providing protection 
against an unexpected change in value of at least one intellectual property asset, 
comprising: 

(a) , obtaining a description of the at least one intellectual property asset owned by 
a first party, 

(b) . determining a value of said at least one intellectual property asset, 

(c) . determining a cost of providing compensation for a fiiture unexpected change 
in value of said intellectual property asset, and 

(d) . agreeing to provide compensation to a person with an interest in the first party 
for at least a portion of any fixture unexpected change in value, the agreement being made 
in connection with a transfer of said at least one intellectual property asset to a second 
party. 

Another preferred form of the invention is a data processing system for use in 
administering an insurance program to insure the value of an intellectual property asset, 
comprising: 

(a), means for receiving a fiurst numerical input which mcludes at least one of the 
following numerical values or sets of values: 

(i) . a first numerical value or set of values which is representative of the 
likelihood that the intellectual property asset would be found valid if the validity of the 
asset was determined by litigation, 

(ii) . a second numerical value or set of values which is representative of a 
predicted appraised value of the intellectual property asset during a particular period of 
time, and 

(iii) . a third numerical value or set of values which is representative of the 
likelihood of a competitive patent causing a significant reduction in the predicted 
appraised value of the intellectual property asset during a particular period of time, and 
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(b) means for calculating a proposed insurance premium based upon at least the 
first numerical input. 

A further preferred form of the invention is an insurance proposal form, 
comprising: 

a plurality of first pattern areas including alphanumeric characters representing a 
set of insurable intellectual property assets owned by a first party, 

a plurality of second pattern areas including alphanumeric characters representing a 
likelihood that one or more particular intellectual property assets in the set would be found 
valid and/or enforceable if their validity and/or enforceability was determined by litigation, 
and 

a plurality of third pattern areas including alphanumeric characters representing a 
proposed premium for insuring against an unexpected change in value of at least a portion 
of the set of insurable intellectual property assets. The form preferably further comprises a 
plurality of fourth pattern areas including alphanumeric characters representing a person 
designated to receive the insurance proposal form, said person being a party with an 
interest in the first party. 

Yet another preferred form of the invention is an insurance proposal form, 
comprising: 

a plurality of first pattern areas including alphanumeric characters representing a 
set of insurable intellectual property assets owned by a first party, 

a plurality of second pattern areas including alphanumeric characters representing a 
proposed premium for insuring the proposed set of insurable intellectual property assets, 
and 

a plurality of third pattern areas including alphanumeric characters representing a 
second party designated to receive the insurance proposal form, the second party being a 
proposed purchaser of the set of insurable intellectual property assets. 

In yet another preferred form, the invention is a computer-generated insurance 
policy form oflFering to insure at least a portion of the value of at least one intellectual 
property asset exclusive of legal fees, the insurance policy form being generated in 
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connection with a proposed transfer of ownership of said at least one intellectual property 
asset. The policy form preferably is directed to patent rights. 

Yet another preferred form of the invention is a computer-generated insurance 
form for protecting a right to practice technology which is described in an agreement to 
transfer intellectual property assets of a company, the computer-generated insurance form 
being generated in connection with a proposal to transfer ownership of the intellectual 
property assets from a first party to a second party. 

Another embodiment of the invention is a method of providing protection against a 
change in value of an intellectual property asset, comprising: (1) obtaining a description of 
an intellectual property asset owned by a first party, (2) determining a value of said 
intellectual property asset, (3) determining a cost of providing compensation for a fiiture 
change in value of said intellectual property asset, (4) agreeing to provide compensation to 
a second party for at least a portion of any future change in value upon, after, or subject to 
transfer of said intellectual property asset to the second party, and (5) collecting at least a 
portion of said cost of providing compensation. 

A further embodiment of the invention is an insurance policy for insuring at least a 
portion of the value of an intellectual property asset, the insurance policy becoming 
effective at a time of transfer of ownership of said at least one intellectual property asset. 

Another embodiment of the invention is a method of insuring intellectual property 
which includes the above-described method of providing protection against a change in 
value of intellectual property and also includes other types of insurance protection for the 
intellectual property, such as, for example, payment of legal fees and other expenses 
associated with the enforcement of intellectual property rights. 

Further forms of the invention are a method and an insurance product for 
protecting a right to practice technology which is described in an agreement to transfer 
intellectual property assets of a company, the term of the insurance commencing at the 
time of transfer of the assets from a first party to a second party. 

Yet another form of the invention is a method of providing protection against a 
risk of reduction in value of at least one patent right, comprising: assigning a value to the 
patent right while the patent right is owned by a first party, estimating the likelihood of a 
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reduction in value of the patent right, and agreeing to provide compensation for at least a 
portion of any reduction in value of the patent right during a particular period of time after 
receipt of an insurance premium, the insurance premium being paid in connection with a 
transfer of the patent right to a second party. 

The invention accordingly comprises the several steps and the relation of one or 
more of such steps with respect to each of the others and the article possessing the 
features, properties, and the relation of elements exemplified in the following detailed 
disclosure. 

Detailed Description of the Invention 

The present invention provides for a sharing of the risk associated with the 
purchase, sale and/or ownership of intellectual property assets. Furthermore, the legal, 
technical and financial analysis which is conducted in connection with underwriting an 
insurance product to cover an intellectual property asset can also serve as a component in 
a "due diligence" analysis which is conducted in preparation for the purchase or sale of a 
business or portion of a business. Thus, the invention can provide the directors of a selling 
or purchasing company with protection against claims that they had incorrectly assessed 
the intellectual property of a company involved in an asset transfer. Non-limiting 
examples of situations in which the method and product of the invention would be useful 
are described below on Table 1, 
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TABLE 1 

SOME COMMERCIAL RELATIONSHIPS IN WHICH THE USE OF THE 



M 


ETHODS AND PRODUCTS OF THIS PATENT SHOULD BE VALUABLE: 


j EVENT THAT 
IS PLANNED 
OR POSSIBLE 


ENTITY 

CONTRACTING 

FOR 

INSURANCE 
PROPOSAL 


POTENTIAL APPLICATION 




Company A to 
be sold to 
Company B 


Company B 


Company B wants insurance that will compensate them in 
the event that (1) one of Company A's key patents is 
subsequently found to be invalid or unenforceable, and/or 
(2) they are not free to operate xmder a valid patent and are 
put out of the business (or have specified diminished 
business) because of another patent in the area. 




Company A to 
be sold to 
Company B 


Directors and/or 
Officers of 
Company A 


The directors and/or officers want to insure themselves in 
the event that current shareholders in Company A claim 
they sold the company for too low a price because they did 
not realize the value of the intellectual property. They also 
want insurance to cover any liability in the event that 
Company B or its ovmers claim that the Directors of 
Company A did not satisfy their due diligence requirement 
with respect to disclosm-e of information that could 
materially impact the value of the company. 




Company A to 
be sold to 
Company B 


Merger and 
Acquisition 
Brokers 


The brokers of the deal to purchase and resell Company A, 
or to merge Company A into another entity, wants to insure 
that they are assessing the value of the company accurately 
and to protect their investment. In the resale or merger 
transaction, they want to insure against losses due to 
purchaser claims that they misrepresented the value of the 
intellectual property of Company A. 




Company A to 
be sold to 
Company B 


Directors and/or 
Officers of 
Company B 


They want to insure themselves to cover any potential 
damages awarded to shareholders in Company B due to the 
fact that Company B's Directors paid too much for 
Company A because they did not do a competent job of 
evaluating the value of Company A's intellectual property. 




Company A to 
be sold to 
Company B 


Financiers of 
Company B, such 
as bankers, stock 
issue underwriters 


They want insurance to cover their losses in the event that 
their capital is lost (or their customers' capital is lost) due 
to a poor assessment of the value of Company A because 
the intellectual property is valued incompetentiy. 




Company A to 
be sold to 
Company B 


Company B 


They want insurance to cover the losses they incur as a 
result of the fact that knowledge (about facts, events or 
trends that prove to have a material impact on the 
profitability of the company) known to Company A was not 
revealed by Company A or its owners at the time of sale. 




Company A 
applies for a 
license to 
operate 


Company A 


Company A needs to be able to demonstrate to a 
governmental regulatory agency that it is a qualified 
applicant by demonstrating that it has the right to employ 
certain intellectual property. 




Company A 
makes a 
contract 
proposal to 
Company D 


Company A 


Company A needs to be able to demonstrate that it has the 
right to employ certain intellectual property, such as 
operational patents, trademarks, or copyrights needed to 
fiilfill the contract. 
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Company A 
has a 

provisional 
patent which it 
wants to be a 
valid issued 
patent 


Company A 


The President of Company A wants insurance to cover the 
possibility that an investment in using the intellectual 
property covered by a provisional patent application (e. g. 
in building a plant to use a technology) will not be wasted 
or devalued because Company A could not obtain a valid 
patent with substantially the same claims. 




Company A 
has a 

provisional 
patent which it 
wants to be a 
valid issued 
patent 


Financiers of 
Company A's 
investment plans 


The financiers (bankers, etc) of Company A wants 
Company A to have insurance to cover the possibility that 
an investment in using the intellectual property covered by 
a provisional patent application (e.g. building a plant to use 
a technology) will not be wasted or devalued because 
Company A could not obtain a valid patent with 
substantially the same claims 




Company A 
has a trade 
secret that 
could become 
known to a 
competitor 


Company A 


Company A wants insurance (proposal) to cover any losses 
of profits due to disclosure to a competitor of any legal 
method or information about competing in the 
marketplace. This could be a technical or a business 
method or piece of information, but it must be one that is 
legal to use and rightfully obtained, not one such as how to 
evade another entity's patent or how to evade laws. 
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In general, intellectual property can be described as the legal grant of a right to 
exclude others from engaging in certain activities during a certain period of time in a 
certain region. An agreement to insure intellectual property rights thus can be viewed as 
an agreement to provide compensation to the insured party if that party's right to exclude 
is lost or is terminated sooner than expected. 

One of the most preferred embodiments of the invention is specifically directed to 
the context of a purchase and sale of intellectual property assets. While other insurance 
products may cover, for example, a portion of the litigation costs associated with 
enforcing or defending a patent, or in defending the sale or use of a product or process 
which is patented by another, one preferred embodiment of the invention is instead 
directed to insuring the validity of the intellectual property in a manner analogous to 
protecting real estate with title insurance. 

As used herein, "unexpected change in value" refers to a change in value which 
results from information which was not known to the insurance company or to the insured 
party at the time that the insurance policy was issued. Stated another way, this 
unexpected change is the difference between the actual change in value over time and any 
expected change in value over time. The value of an intellectual property asset will be 
expected to decrease as any predetermined expiration date of exclusivity approaches, such 
as the expiration date of a patent or copyright. Value of an intellectual property asset 
also may be expected to change as a result, for example, of the likelihood that the 
technology covered by the intellectual property asset will eventually be rendered obsolete 
due to new technology which is unknown, or which is known but is not yet 
commercialized. The amount of an expected change in value can be agreed upon by the 
parties or can be determined by the insurance company or other party which evaluates the 
intellectual property. On the other hand, value of an intellectual property asset may 
change unexpectedly as a result of technology which is unknown at the time the insurance 
policy is issued. Furthermore, value of an intellectual property asset will change if the 
asset is found as a result of legal proceedings to be invalid or unenforceable. Depending 
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upon the language of the insurance policy, this type of unexpected change in value of the 
insured intellectual property may be compensated for under the policy. 

An "unexpected change in value" preferably, but not necessarily, is exclusive of the 
amount of attorneys fees expended or which would need to be expended in order to 
preserve the exclusive rights and ownership rights of the intellectual property asset. It is 
contemplated that the method of the invention covers monetary losses, such as reduced 
profits or lost market share, connected with a loss of exclusivity of the rights which were 
believed to be protected by (1) an intellectual property asset which subsequently is found 
to be invalid or unenforceable, and/or (2) an intellectual property asset which is devalued 
as a result of another patent in the area. In a particularly preferred embodiment of the 
invention, an "unexpected change in value" does not include (3) the attorney's fees 
relating to infringement, validity, enforceability and/or ovmership disputes for intellectual 
property. However, the method of the invention can cover (1), (2) and (3) in 
combination. 

With respect to liability of merger and acquisition brokers and the directors and 
officers of sellers or purchasers, in the preferred embodiment of the invention, an 
"unexpected change in value" refers to a degree to which an intellectual property portfolio 
has been undervalued or overvalued. In this context, an insurance policy according to the 
invention typically would compensate the directors, officers or brokers for damages for 
which they are liable, and if covered by the policy, their attorneys fees in the lawsuit. 

When the intellectual property asset is a patent, the step of obtaining a "description 
of at least one intellectual property asset" which is recited in the claims generally entails 
obtaining a copy of the patent, and, in at least some cases, its file history. For other 
intellectual property assets, a description of the asset may entail a copy, sample, 
specimen, prototype, and/or written description of the asset. 

"A first party" as this language is used in the claims refers to the owner (or in some 
cases the licensee) of the intellectual property asset or assets at the time that the asset or 
assets are valued. "A person with an interest in the first party" can be, for example, one or 
more of the parties listed in column 2 of Table 1 above, including the first party itself 
Most frequently, this person will be a corporation which is a potential purchaser or 
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licensee of the intellectual property asset or assets, the directors of the potential purchaser 
or licensee, or the officers of the potential purchaser or licensee, as these persons likely 
have a strong interest in obtaining a thorough analysis of the intellectual property asset or 
assets which they intend to purchase or Ucense. 

The step of determining a value of an intellectual property asset generally includes 
two parts. First, a legal analysis is conducted to confirm the validity and enforceability of 
the patent or other intellectual property asset. For a patent, this generally will involve a 
validity search and opinion, confirmation of correct ownership of the patent, correct 
inventorship of the patent, and an analysis of the enforceability of the patent. This analysis 
may include, for example, not only a study of prior art patents and literature but also may 
include interviews, histories, depositions, etc. of inventors or other relevant persons 
including but not limited to those who might not be available at a later date because they 
leave the company. The likelihood of the patent or patent application being involved in 
interference proceedings, and a predicted outcome of the interference, also may be 
considered. For a copyright, the analysis generally will involve confirmation of originality 
in the author. For a trade secret, the analysis will involve confirmation that proper steps 
have been followed to maintain "trade secret status" under the law. For trademarks and 
service marks, registrations will be confirmed along with correct usage of the marks and, if 
necessary, a search of confirm that no prior user rights exist which are not known to the 
prospective purchaser. 

The second step of valuation of the intellectual property asset is the assignment of 
a monetary value to the intellectual property asset. For example, if the asset is a patent 
and if one or more claims of the patent are found to be valid and enforceable in the legal 
analysis, a value is then assigned to the patent. This value can be based, for example, 
upon the income and profits generated by the sale or use of the patented technology, the 
number of years remaining on the term of the patent, the breadth of the patent claims, the 
nature of the patented technology, the nature of competitive products or processes, etc. 
One such method is described below in Prophetic Example 2. Other intellectual property 
assets can be assigned a monetary value in conventional ways by persons who specialize 
in, or have the skills needed, to value intellectual property. In another embodiment of the 
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invention, the prospective purchaser of the intellectual property asset assigns their own 
value to the intellectual property, similar to the manner in which the U.S. Post Office 
allows a customer who purchases insurance for a parcel to select the desired amount of 
insurance coverage. While this latter valuation technique is simpler, it is likely to be more 
difficult to use in statistically determining an appropriate insurance premium. 

After the patent or other intellectual property has been valued, an actuarial analysis 
or other technique can be used to determine a suitable premium for insuring the value of 
the patent or other intellectual property. In the patent claims which are provided below, 
this premium is referred to in a general way as "a cost of providing compensation for an 
unexpected change in value" of the intellectual property asset or assets. In addition to 
using the value determined for the patent or other intellectual property asset as a basis for 
setting the premium, many of the same considerations involved in determining that value 
can be used again to determine a suitable premium for insuring the intellectual property 
asset or assets. 

After a suitable insurance premium has been determined, the insurance company, 
agent of the insurance company, a person who has a relationship with the insurance 
company or another entity which fijnctions as an insurance company in the context of the 
method of the invention prepares a contract proposal. In the proposal, the insurance 
company or other authorized person offers to provide compensation for at least a portion 
of any unexpected change in value of the intellectual property asset if the change occurs or 
is first recognized during a particular period in time. In the context of a transfer of 
ownership of an intellectual property asset, coverage typically would begin after 
ownership of the intellectual property asset has been transferred to the purchaser. In some 
instances, coverage could extend to cases in which a loss in value occurs prior to transfer 
but the reduction is not known to the purchaser until after the time of purchase. 

In exchange for insurance coverage, the insured party or prospective insured party 
would pay an insurance premium at an appropriate time. In one embodiment of the 
invention, it is envisioned that the insurer would pay the insured party the value of the 
intellectual property which is insured minus a deductible if the intellectual property asset 
or assets were subsequently found to be invalid or unenforceable in a court of law. Other 
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variations of this embodiment could include partial payments by the insurer if, for example, 
the intellectual property asset were found to have a substantially lower value than 
originally thought, due, for example, to the development of a noninfringing competitive 
product by a third party. 

Once a premium has been set, it typically is scheduled to be paid within a period of 
time after execution of the insurance contract. When the policy is to take effect subject to 
transfer of the intellectual property asset to a second party, it preferably can be paid as 
part of the transaction costs. The premium typically is paid by the purchaser of the 
intellectual property, but other payment arrangements also are within the scope of the 
invention. For example, the seller may have an interest in purchasing insurance to avoid 
the risk of being sued in the future on an issue relating to warranties made in connection 
with the sale of intellectual property assets. It is also within the scope of the invention to 
insure license rights to intellectual property. This type of insurance might be sought by a 
Ucensee who plans to invest substantial resources into technology which is licensed from 
another. In this case, the licensee would collect on the insurance if it was unable to 
enforce rights under the patent after making substantial investments in order to practice 
the patented technology or make or sell a patented product. 

In a preferred embodiment of the invention, a single premium is paid to provide 
insurance for a patent for a predetermined period of time, such as the life of the patent or a 
period of time, such as one, two, three, five or ten years, which may correspond to the 
time period for which it is believed that the technology claimed in the patent will be 
important to the purchaser. 

In a particularly preferred embodiment of the invention, the insurance contract 
proposal prepared by the insurance company (or another entity which provides 
information or services to the insurance company) is presented to the prospective insured 
entity in exchange for a fee, which compensates the insurance company or other entity for 
the preparation of the proposal, including the costs of legal and financial advice, which 
may come from third parties, at a price agreed to by the insurance company. The 
insurance contract proposal can, but need not necessarily, contain some or all of the 
information used in formulating the proposal, such as legal opinions, assessments, 
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estimates, evaluations and valuations. The prospective insured can be offered the option 
of having these informational bases directly submitted to the potential insured by their 
originators without substantial modification of content. These legal and financial opinions 
could be used by a prospective seller or purchaser as part of its "due diligence" analysis 
which is conducted in anticipation of selling or purchasing the intellectual property assets 
which are the subject of the insurance proposal As these opinions would have been Mly 
paid for by the proposed insured party, they can be kept by the proposed insured party 
even if the party decides to decline insurance coverage. 

The method of the invention preferably is carried out using one or more computer 
programs to generate insurance proposal forms. The computer program or programs 
preferably include a data processing system which receives numerical input and calculates 
a proposed insurance premium based upon the numerical input. 

As indicated above, one aspect of valuing an intellectual property asset is to assign 
it a monetary or financial value. Assigning a monetary value to a patent can be difficult. 
One preferred method of assigning such a value is to retain a firm which specializes in the 
valuation of intellectual property, such as Trademark and Licensing Associates, Inc. For 
example, it may be useful to apply the VALMATRIX system of valuation, which was 
developed by Trademark and Licensing Associates, Inc. This system is proprietary to the 
owner, and can be used by the owner to provide a party with a valuation of intellectual 
property upon payment of appropriate compensation. Another method for assigning a 
value to a patent would be to use the method described in U.S. Patent No. 5608620, 
assuming that the method described in claim 6 of this patent can be modified for that 
purpose. Further methods are described below in the Examples. Furthermore, a 
recognizably arbitrary valuation could be placed on the intellectual property for any 
expressed business purpose or reason recognized by the insurance company. 

From a practical standpoint, the method of the invention can be described by the 
following three-step process: 

Step 1. Ascertaining the facts about the issues , including 
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the pertinent facts for insuring intellectual property according to the method of the 
invention, including, e.g., 

a. what business and legal risks are to be addressed by the insurance, 

b. what relevant intellectual property exists, and 

c. what business facts should be considered. 

Step 2. Evaluating the intellectual property, both legallv and financially. 
Step 3. Formulating and presenting for sale to the potential insured entity an insurance 
contract proposal which contains those legal and other opinions, evaluations, and studies 
about the entities and their intellectual properties that were used to formulate the policy 
proposal. It also contains the terms and conditions of the policy. 

These steps may be understood better by considering them in the following ways. 

Step L ascertaining the facts about the issues, is an important step that preferably 
goes well beyond the fact-gathering which typically is involved in exercising diligence in a 
sale or other business event, because one purpose here is to contribute to assessing a risk 
that can be covered by the insurance policy. Thus, ascertaining what risks that are to be 
addressed by insurance is a significant part of the invention, although it usually is not a 
part of other legal assessments of intellectual property. It is a key part of the formulation 
of an insurance proposal, and it helps to define and limit what legal and business facts are 
relevant. Furthermore, ascertaining the relevant business facts, especially financial 
information, typically is not part of an assessment of a legal position, but it is important to 
evaluating the intellectual property position of a company and making an insurance 
proposal. Clearly, it is necessary to ascertain the legal facts and the additional information 
that is needed to understand them. 

In Step 2 , the intellectual property is legally evaluated and financially valued. In 
one approach to financial valuation of the intellectual property, legal evaluations are 
carried out using the accepted legal practices with additional advice, as needed, fi-om 
appropriate experts in law and other matters. The financial evaluations can be assigned by 
agreement or reached through a valuation process. In one method of the invention, a 
number of parameters describing the intellectual property are defined. Each parameter is 
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then assigned a numerical value. The numerical values are utilized in determining the 
financial terms of the insurance contract proposal. 

Step 3 .. formulating an insurance contract proposal, involves determining which 
portions of the legal evaluation and financial valuation are to be provided to the insured 
party, and defining the scope, duration and cost of proposed insurance coverage. In one 
preferred form of the invention, the insurance proposal includes the legal and financial 
opinions which are used as a basis for determining insurance premiums and dollar limits of 
coverage available for a particular intellectual property portfolio. The legal and financial 
opinions normally are to be paid for by the party seeking insurance whether or not the 
party eventually executes an insurance contract. 

The following Examples are included in order to provide a better understanding of 
the invention but are not intended to limit the scope of the invention in any way. 

Prophetic Example 1 

Company A is preparing to purchase Company B. Company A obtains a list of the 
intellectual property assets owned by Company B. Company A provides the list of 
intellectual property assets to Valuator, which preferably is an independent firm or a 
division or subsidiary of Insurance Company D. Valuator works with Company A to 
determine which intellectual property assets of Company B should be insured. These 
assets are referred to as UP A (identified intellectual property assets), and typically include 
the intellectual property assets of Company B which Company A believes are the most 
valuable. Valuator then obtains a legal analysis of the validity and enforceability of the 
IIP A by hiring a competent patent attorney to write a legal opinion of validity and 
enforceability. Company A pays for the legal analysis and for the services of Valuator in 
obtaining the legal opinion. If the legal opinion is favorable. Valuator obtains an opinion of 
the monetary value of the IIPA during a particular period of time in the fiiture by hiring a 
competent valuator of intellectual property. Company A pays for the financial analysis 
and pays for the additional services of Valuator. Preferably Company A pays its fees for 
the legal evaluation and the financial valuation directly to the insurance company, 
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Company D, but in some cases payment may be made directly to Valuator or to persons 
retained by Valuator to provide services. 

Valuator then provides the underwriters at Insurance Company D (or outside 
underwriters retained by Insurance Company D) with the legal and financial analysis of the 
IIP A. Insurance Company D provides Company A with a proposal to insure the validity 
and enforceability of the IIPA for the monetary value determined by Valuator minus a 
particular deductible. Company A then has the option of accepting the insurance 
proposal. If Company A accepts the proposal. Company A typically will enter into an 
agreement with Company D in which Company A will pay the insurance premium to 
Company D when Company A becomes the owner of the IIPA. Assuming that Company 
A becomes the owner of the IIP A and pays the insurance premium, Company A will be 
entitled to collect on the policy if the monetary value of the IIP A subsequently is 
determined to be incorrect as a result of the IIPA being found invalid or unenforceable. 

Prophetic Example 2 

Company A is preparing to purchase Company B. Company A approaches 
Insurance Company D for insurance to cover the value of six patents covering the best- 
selling computer system of Company B. Company A is interested in purchasing insurance 
to compensate them in the event that the technology package covered by the six key 
patents is rendered obsolete in the next thirty six months as a result of technology which 
has appeared in two 18-month foreign patent publications owned by a particular 
competitor but which has not yet been patented in the U.S. by the competitor. 

Some of the facts to be ascertained and utilized by Insurance Company D in step 1 
include (1) "right to use" insurance related to the technology covered by its six existing 
patents is sought by Company A for a period of three years, (2) Company B has six 
relevant patents, (3) there are likely to be pending U.S. patent applications owned by the 
competitor which correspond to the 18-month foreign patent publications, and (4) the 
value of the right to use these patents for the succeeding three years may be reduced if 
U.S. patents issue to the competitor. 
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In Step 2, a number of parameters describing the intellectual property are defined. 
Then, the values of these parameters are evaluated. Any suitable method for carrying out 
this actual evaluation, such as the method described in U.S. Patent No. 5608620, the 
VALMATRIX method of Trademark and Licensing Associates, Inc., a method consisting 
only of specified and agreed evaluations, or a method based on the expert opinions can be 
used to carry out this step. One approach, which is limited in definition and application, is 
described in the following paragraphs. Other suitable evaluation methods may be used 
v^thin the spirit of this invention. 

Illustrative Method For Step 2 
Each piece of intellectual property is specified by a set of parameters of the form 
Xij,k where i indexes the type of intellectual property, j indexes the field of application 
(e.g. a product or process), and k indexes the number of the intellectual property of the 
type ij. For example, if i = 1 means that the intellectual property is a patent, j = 3 
indicates that it relates to the third process used by the company, and k = 6 indicates that it 
is the sixth patent that relates to the third process, the parameters relating to this piece of 
intellectual property would be of the type Xi3,6 - 

These Xij,k parameters contain information about a particular item of intellectual 
property. There are as many Xij,k variables as needed to describe a particular piece of 
intellectual property. A simple set is defined in Tables 2 and 3. Those in Table 2 describe 
intellectual property of a subject company, called Co. A. There, parameters A through F 
are defined for several types of intellectual property of Co. A. Those in Table 3 describe 
the intellectual property of a competitor, called Co. D. There, parameters K through R 
are defined for several types of intellectual property. These parameters can be numbers or 
they can be fimctions of other variables, such as time. 

By way of illustration, C 1,3,6 is the probability that the sixth patent held by company 
A and relating to its third product will be found to be valid. The other parameters relate 
broadly to the existence of a piece of property (Aij,k), to the validity of its ownership 
(Bij,k), to the probability of its legal validity (Cy,kX to the probability of it being employed 
for commercial purposes (D^^X to the probability that its validity will be tested (Eij,k), 
and to the contribution it makes to the company financially (Fij,k). While these definitions 



19 



do not cover all possible variables (e.g., they do not designate country of coverage and 
other considerations), they help to illustrate the way in which evaluations of these aspects 
of the intellectual properties could be recorded in the form of the parameters. The 
parameters in this form could be used to prepare the overall evaluations and the insurance 
proposal. 

The relevant parameters are identified for a particular case. The values of some of 
the parameters can be determined by agreement between the insurance company and the 
proposed insured. The values of the others are determined by an appropriate evaluation 
method- The evaluation method could be, for example, one of the methods referred to 
above, or a method which involves obtaining the opinion of one or more experts in the 
field. The preferred method is to obtain the opinions from the most experienced available 
expert for each issue and to obtain the opinion of two more highly qualified experts for 
those areas where there is reason to consult further or where there is a large financial risk. 
Once the values for these parameters have been obtained, they can be used to evaluate the 
overall terms of the insurance policy. 

Using the values assigned by agreement between the insurance company and the 
proposed insured or obtained by expert evaluation, a number of types of derived values 
can be obtained. For example, the net asset value of Co. A's position in business area j 
can be calculated. One way to do that, using the definitions in Tables 2 and 3, is to employ 
a relationship such as the following: The net intellectual asset value of Co. A's position in 
business area j can be taken to be Zj= Vj - Ij . Here, Vj is the value of the intellectual 
property of Co. A in business area j. And, Ij is the impact on Co. A in this business area 
of the intellectual property of the other entities in the worid, which are represented in this 
case by Co. D. 

Since Vj = Z ' where Vyk - Byk Cijk Dyk Eijk Fyk , and 

J k 

Z Z ' where lyk = Kyk Lyk Myk Nyk Qijk Rijk , the expression Zj = Vj - Ij can be 

I k 

obtained. The change in value could be expressed in the form 
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Xi " Ij 22 Aijk[(l-Bijk)+(l-Cijk)]Dijk(l- Eijk)Fijk , where account is taken of the way 

probabilities of various combinations of events occurring can be combined. With such 
evaluations of value and probable change in value of the intellectual property position, the 
insurance policy can be addressed. 

Step 3. The insurance policy generally contains the following elements. It 
contains the legal and financial analyses and other information about the company, Co. A, 
on which the insurance proposal is based. These may merely contain conclusions, such as 
numerical values assigned to particular intellectual property assets or sets of intellectual 
property assets or may include a comprehensive legal and financial analysis of one or more 
pieces of intellectual property. Furthermore, it contains insurance policy proposals to 
provide coverage whose extent is agreed between the insurer and the insured. These 
policy provisions are binding on the insurance company. The insurance policy proposal 
and the supporting work is purchased by the potential insured. Typically, the purchase is 
made pursuant to an initial contract to prepare this proposal. 

On the basis of the facts and evaluations, the insurance company presents, in 
exchange for a fee, an insurance contract proposal to compensate Company A in an 
amount equal to the value of using the patents if they are prevented fi*om doing so in the 
subsequent two years for legal reasons in exchange for a premium of one-tenth of that 
value per three month period. 
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Table 2 

Definitions of Parameters Employed in Exemplary Applications of the Invention: 
Parameters Concerning Company A ( see Note 1) 



A 




J 


k 


obtained by 


meaning of parameter 


At ,u 


1 






UWlll JUL Li Uli 

and search 


i\ pdmux exists m ousmess areaj. ii is me k paient m tnis area. 

The value of this njiramptpr ran Inp^ 0 nr 1 in anv oivpn n^rinH nr it 

can be any value between 0 and 1 for a projected average value at a 
given time or over a given period. For example, it may be 0,5 for a 
calculation that employs the evaluated probability of a pending 
patent being in force at a given time being 0.5, Clearly, Ayk is 
generally a function of time, at least, and can be specified 
functionally in terms of the relevant parameters, such as time, 
investment required to prosecute, legal entity where valid, etc. 


A2jk 


2 






same 


A patent application has been filed with specified anticipated claims 
relative to areaj. It is the such item. 




3 






same 


A trademark exists in area j. It is the k^ trademark in this area. 




4 






same 


A copyright exists in areaj. It is the k^ copyright in this area. 


Asjk 


5 






same 


A trade secret exists and is specified and documented in areaj. It is 
the k^ trade secret in this area. 


A6jk 


6 






same 


A specific key person in the company has abilities to provide 
specific utility in areaj. This is the k*^ key person in this area. 



B 


i 


} 


k 


obtained by 


meaning of parameter 




1 






evaluation 


probability that the ownership, titie,current 

effectiveness (paid up fees, etc.), lack of fraud result in a validly 

owned patent 


^2jk 


2 






evaluation 


same as above, but for the patent application. This includes the 
information required to prosecute the patent application to issuance 
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evaluation 


same as above, but applied to trademark 




4 






evaluation 


same as above, but applied to copyright 


Bsjk 


5 






evaluation 


same as above, but applied to legitimacy of a trade secret, proprietary 
information, etc. 


Bejk 


6 






evaluation 


probability of continuing a productive employment relationship with 
a person who is key to business success in areaj in the face of a 
challenge to that continuance. 



C 


i 


} 


k 


obtained by 


meaning of parameter 


Cijk 


1 






evaluation 


probability that the patent will be found valid (note that this applies 
to the claims that are relevant to the company's business in area j) 




2 






evaluation 


probability that a valid patent containing substantially the same 
claims as are contemplated in the patent application will issue to the 
company in a timely way. 


Csik 


3 






evaluation 


probability that tiie trademark will be found to be valid 


C4ik 


4 






evaluation 


probabihty tiiat tiie copyright will be found to be valid 


Csjk 


5 






evaluation 


probability tiiat a purported trade secret has value beyond what could 
be done by a person normally skilled in the art tiiat is applicable to 
areaj. 


Cejk 


6 






evaluation 


probability that tiie key person has effectively useful knowledge that 
is irreplaceable in a practical way in terms of the business purpose 
associated with areaj. 
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D 


i 


j 


k 


obtained by 


meaning of parameter 




1 
1 






evaluation or 
agreement 


probability of use for a commercial purpose , including sale or 
licensing, in area j. {Note that it could become useful in another, not 
curreniiy commercial, manner in ine insiani company, or ii couia ue 
boiQ. 101 ouier appiicduons. in inose cases, me vaiue oi j is uiiiereni.j 




2 






same 


same as above but for the intellectual nronerfv in the natent 

application, whether granted as a patent or withdrawn and used as a 
trade secret. 


D3,k 


3 






same 


same as above, but for the trademark 


D4,k 


4 






same 


same as above, but for the copyright 


D5,k 


5 






same 


same as above, but for the trade secret 




6 






same 


same as above, but for the contribution of the key person 



E 


i 


J 


k 


obtained by 


meaning of parameter 


Eijk 


1 






evaluation or 
agreement 


The probability that the validity of the k*^ patent in area j will not be 
tested legally. 




2 






evaluation or 
agreement 


same as above, but applied to issued patent based on the patent 
application 




3 






evaluation or 
agreement 


same as above, but applied to the k*^ trademark in area j. 


E4jk 


4 






evaluation or 
agreement 


same as above, but applied to the k*^ copyright in area j. 


Esjk 


5 






evaluation or 
agreement 


probability that the trade secret will not be learned by a competitor 


E6jfc 


6 






evaluation or 
agreement 


probability that the key person will not be presented with a 
commercial opportunity to leave the employ of the company. 



F 


i 


j 


k 


obtained by 


meaning of parameter 


Fijk 


1 






evaluation or 
agreement 


Contribution to the company financially. This could be agreed 
between the parties, this and could be the gross profits firom products 
sold monopolistically, license fees, perceived value from advertising 
the existence of the patent, the cost avoidance enabled by practicing 
the invention, the profits generated in a business due to the fireedom 
to operate provided by the patent, the fiiture market development, or 
any other financially defined contribution attributed in area j to the 
k* patent. 


F2jk 


2 






evaluation or 
agreement 


same as above, but asssociated with the intellectual property 
contained in the patent application. 


Fsjk 


3 






evaluation or 
agreement 


Contribution to the company financially associated with the use of 
the k*^ trademark in area j. This could be agreed between the parties; 
it also is inclusive of various types of financial contributions. 


F4jk 


4 






evaluation or 
agreement 


Contribution to the company financially associated with the k*^ 
copyright in area j. This could be agreed between the parties; it also 
is inclusive of various types of financial contributions. 


Fsjk 


5 






evaluation or 
agreement 


Contribution to the company financially of the k* trade secret in area 
j. This could be agreed by the parties. 


Fejk 


6 






evaluation or 
agreement 


Contribution to the company financially made by the presence of the 
key person. This could be agreed by the parties, and often is 
determined by the potential fiiture cost avoidance due to the presence 
and utility of the key person. 



Note 1: Additional parameters and all fimctional dependences are defined as needed for the situation. 



23 



Table 3 

Definitions of Parameters Employed in Exemplary Applications of the Invention: 
Parameters Concerning a Company, Company D, Which Competes with Company A (see Note 1) 



K 


i 


j 


k 


obtained by 


meaning of parameter 




1 






definition 
and search 


A nflff^tlt owtiftd hv Cn O f^Yi<!ts in Jirpfi i Tt thp njitpnt in thi<3 

area. The value of this parameter can be 0 or 1 in any given period, 
or it can be any value between 0 and 1 for a projected average value 
at a given time or over a given period. Clearly, Kijk is generally a 
function of time, at least, and can be specified fimctionally in terms 
of the relevant parameters, such as time, legal entity where valid, etc. 




2 






same 


A new patent is likely to be issued to Co, D with specified 
anticipated claims in area j. It is the k**" such item. A prediction, 
0< K2,k < 1. 




3 






same 


A competing trademark of Co. D exists in area j. It is the k**" 
trademark in this area. 




4 






same 


A competing copyright of Co. D exists in area j. It is the k**" 
copyright in this area. 




5 






same 


A trade secret exists and can have a material effect on Co. A in area 
j. It is the k* trade secret in area j. 


K6jk 


6 






same 


A specific key person is needed by Co. D for the person's expertise 
and abilities, to provide specific utility in area j, but not for illegal 
purposes. This is the k* key person in this area. 



L 


i 


j 


k 


obtained by 


meaning of parameter 


Lijk 


I 






evaluation 


probability that the ownership, titie,current 

effectiveness (paid up fees, etc.), lack of fraud have resulted in a 

validly owned current patent 


L2jk 


2 






evaluation 


same as above, but for new patent, which is new in the sense that it is 
issued during the period covered by the proposed insurance. 


Lsik 


3 






evaluation 


same as above, but applied to trademark 


L4ik 


4 






evaluation 


same as above, but applied to copyright 


Lsjk 


5 






evaluation 


same as above, but applied to legitimacy of a trade secret, proprietary 
information, etc. 




6 






evaluation 


probability of having a productive employment relationship with a 
person who is key to business success in area j in the face of a 
challenge to that continuance. 



M 


i 


J 


k 


obtained by 


meaning of parameter 


Mijk 


I 






evaluation 


probability that tiie patent will be found valid (note that this applies 
to the claims that are relevant to Co. A's business in area j) 


M2,k 


2 






evaluation 


same as above 


M3,k 


3 






evaluation 


probability that the trademark will be found to be valid 


M4,k 


4 






evaluation 


probability fliat the copyright will be found to be valid 


Msjk 


5 






evaluation 


probability that a purported trade secret has value beyond what could 
be done by a person normally skilled in the art in area j. 


Mejk 


6 






evaluation 


probability that the key person has effectively useful knowledge that 
is irreplaceable in a practical way in terms of the business purpose 
associated with area j. 
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N 


i 


j 

-J— 


k 


obtained by 


meaning of parameter 




1 






evaluation or 
agreement 


probability of need for its use for a commercial purpose by Co. A in 
areaj. 


N2,k 


2 






same 


same as above, but for the new patent 


N3,k 


3 






same 


same as above, but for tlie trademark 


N4ik 


4 






same 


same as above, but for the copyright 




5 






same 


same as above, but for the trade secret 




6 






same 


same as above, but for the contribution of the key person 



Q 


i 


j 


k 


obtained by 


meaning of parameter 


Qijk 


1 






evaluation or 
agreement 


The probability that the validity of the k* patent in areaj will be 
asserted effectively against Co. A.. 


Q2jfc 


2 






evaluation or 
agreement 


same as above, but applied to the new patent issued during the period 
of the insurance 


Q3jk 


3 






evaluation or 
agreement 


same as above, but applied to the k*^ trademark in areaj. 


Q4jk 


4 






evaluation or 
agreement 


same as above, but applied to the k*^ copyright in areaj. 


Qsjk 


5 






evaluation or 
agreement 


probability that the trade secret will be learned by competitor, Co. D. 


Q6jk 


6 






evaluation or 
agreement 


probability that the key person will be presented with a commercial 
opportxmity to leave the employ of the company. 



R 


i 


j 


k 


obtained by 


meaning of parameter 


^^Ijk 


1 






evaluation or 
agreement 


Detriment to the financial position of Co. A, Typically this could be 
agreed between the parties, and, for example, could be the decrease 
in gross profits from products theretofore sold monopolistically, 
license fees, perceived market loss from advertisments about the 
existence of the patent, the cost of developing and using methods to 
avoid the invention, the loss of profits due to the loss of freedom to 
operate caused by the patent, or any other financially defined 
detriment attributed in areaj to the k**" patent 




2 






evaluation or 
agreement 


same as above, but asssociated with the intellectual property 
contained in the new patent. 




3 






evaluation or 
agreement 


Detriment to Co. A financially associated with the use by Co, D or 
the discontinuance of use by Co. A of the k**" trademark in areaj. 
This could be agreed between the parties; it also is inclusive of 
various types of financial contributions. 


R4jk 


4 






evaluation or 
agreement 


Detriment to Co. A financially associated with the use by Co. D or 
the discontinuence of use by Co. A of the k*^ copyright in areaj. 
This could be agreed between the parties; it also is inclusive of 
various types of financial contributions. 




5 






evaluation or 
agreement 


Detriment to Co. A financially of the k*^ trade secret in areaj being 
known by Co. D. This could be agreed by the parties. 


^jk 


6 






evaluation or 
agreement 


Detriment to Co. A financially made by the presence of the key 
person form Co, A in Co. D. This could be agreed by the parties. It 
often is determined by the potential future cost avoidance due to the 
presence and utility of the key person. 



Note 1: Additional parameters and all functional dependences are defined as needed for the situation. 
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Prophetic Example 3 

This example concerns the case in which Company A, (Co. A), has a patent with 
an expiration date eight years from the starting date of the proposed insurance policy. The 
insurance policy would cover only that eight year period. The insurance company, Co. C, 
and Co. A agree that the annual value of operating with the patent is $1 ,0x10^ per year. 

When Co, A plans to invest in additional manufacturing capacity in the field in 
which this patent is believed to give it a monopoly, it approaches a bank for funds. The 
bank requires that an independent assessment of the value of this patent be obtained in 
financial terms relative to the agreed value of operating monopolistically within the patent. 
The insurance company then formulates this in the form of an insurance proposal for Co. 
A. 

The first step is to ascertain the facts, which include the proposed insurance 
objective. It is to be a policy that will pay Co. A 1 .0x10^ $ per year during the insured 
period and subsequent to demonstration that its intellectual property-determined ability to 
practice the invention has been lost because (1) it has been forced to confront issues of 
validity, enforceability and/or ownership in a legal contest and (2) has been unsuccessfiil in 
maintaining rights under the patent even though it has defended its legal position 
vigorously. 

The second step is to evaluate the probability that the patent can be practiced as 
intended during this period. The third step is to formulate an insurance policy proposal to 
cover the potential loss. 

When the evaluations are done, it is found that the net intellectual asset value of 
this patent is 7.6x10^ $ per year. The probable loss to be assumed by Co. C is computed 
by Co. C to be 2.5x10^ $/year on average over that period. Co. C offers to provide the 
coverage for the entire period in exchange for a premium payment of $4x10^. 

The bank pays for the proposal and the evaluation and analyses on which it is 
based. It then can use this information in assessing the loan value, take out the insurance, 
require that Co. A take out the insurance in order to qualify for the loan, take other 
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financial actions amounting to self-insurance based on the evaluation, or take no further 
action. 

Prophetic Example 4 

This example considers a case in which the issues are related to the intellectual 
property-determined ability of a company, Co. A, to do business in an area, j, in which it 
has an enabling patent (patent 1), trade secret knowledge, and a pending patent 
application. 

Patent 1 is agreed to be worth $7x10^ per year to Co. A in competitive advantage 
in the general business field. The exclusive use of the trade secret is agreed to be worth 
$1x10^ per year. 

If the pending patent application were to result in the patent (patent 2) 
contemplated therein, it would be for an improvement that, it is agreed, would allow Co. 
A to reduce its cost of doing business in the field monopolistically by $2x10^ per year, 
and, through a greater market share generated by consequently lower prices, increase its 
gross profit by $4x10^ per year during the five year period covered by the proposed 
insurance coverage. 

It also is this case that there are competitors whose intellectual property positions 
can impact the valuations of the intellectual property of Co. A. Specifically, Co. D, a 
competitor, will receive a patent (patent 3) sometime in this period, although that is not 
known outside of Co. D. If valid and enforceable, patent 3 could be enforced against Co. 
A, requiring Co. A to pay royalties that add a total of $3x10^ per year to its cost of 
continuing in this business. 

The insurance policy being considered is to reimburse Co. B, a prospective 
purchaser of Co. A, for the losses it would incur during a five year period due to the 
change in value of the intellectual property position of Co. A. The insurer, Co. C, and the 
insured, Co. B, agree separately on the method to be used for handling any and all costs 
and decisions related to any and all legal work related to these and other matters 
associated with the insurance policy. It further is the case that Co, B will purchase Co. A 
at the exact time the proposed insurance policy goes into effect for a five year period. 
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All of the financial values stated and calculated for the purpose of the example are 
taken to be in real (constant dollar) terms and annualized, so there are no effects of the 
cost of money or its changes in value to be taken into account. All of the agreements on 
facts or evaluations are made betv^een the insured (Co, B) and the insurer (Co. C). 

The methods of this patent can be applied to this case in the foUovv^ing exemplary 
fashion, which is outlined first and then detailed. 

Step 1 : The facts about the issues are ascertained. The intellectual property and 
business facts so ascertained for this example are stated belov^ in the calculation given in 
steps 2 and 3. The nature of the risks to be addressed by the insurance policy are defined 
by the goal of the policy, as stated above. Specifically, it is a policy to reimburse Co. B, 
the purchaser of Co. A, for the loss it incurs during a five year period due to the change in 
value of the intellectual property of Co. A in business area j. 

Step 2: The valuation of the intellectual property position of Co. A is made and it 
is related to the risks to be addressed by the insurance policy. The legal, financial, and 
other analyses used to reach each valuation are documented. One method for reaching a 
valuation is detailed below as an example of a method that falls within the general 
invention. 

Step 3: An insurance policy proposal is made by Co. C to Co. B in exchange for a 
fee. The proposal contains all of the legal and related analysis done to reach the 
valuations, described in Step (2) above, and it contains insurance policy coverage and 
premium proposals that are binding on Co. C. The pricing of the insurance proposal is 
generally intended to recover the costs of formulating it, but the price is set by Co. C at its 
discretion or by negotiated contract with Co. B. Clearly, Co, B then can purchase the 
coverage at the proposed premium prices, which are set to cover risk, costs and profits, or 
decline to do so after receiving and paying for the proposal 
Step 2 Details 

The net intellectual asset value of Co, A's position in business area j can be 
calculated by application of the exemplary method described above in Prophetic Example 
2. While this is only an example of a method, it uses parameters defined in Tables 2 and 3 
to show which are ascertained as facts and which ones are obtained by evaluation. The 
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values assigned to these parameters are combined to show one way to make the invention 
specific. 

Thus, the net intellectual asset value of Co. A's position in business area j can be 
taken to be Zj = Vj - Ij . Recall that Vj is the value of the intellectual property of Co. A in 
business area j. Ij is the impact on Co. A in this business area of the intellectual property 
of the other entities in the world, which are represented in this case by Co. D. 

Since Vj = 2] 2 ' ^l^ert Vyk = Aijk Byk Cyk Dyk Eyk Fyk , in this case 

2 k 

Vj = Aiji Biji Ciji Diji Eiji Fiji + A2ji B2ji C2ji D2ji E2ji F2ji + AsjiBsjiCsjiDsji Esji Fsji. 
The first term on the right concerns the existing patent (so, i = 1), the second concerns the 
currently provisional patent application (so, i = 2), and the third term concerns the trade 
secret knowledge (so, i = 5), 

Since Ij X . where lyk = Kyk Lyk Myk Nyk Qijk Rijk , in this case 

Ij = K2ji L2jiM2ji N2ji Q2ji R2ji- Note that there is no term of the type Ksji Lsji Msji Nsji 
QsjiRsji in order to avoid double counting. If it were included, K5ji=0. The term on the 
right concerns the new patent (so, i = 2), 

An estimate of the loss due to a change in value of the intellectual property of Co. 
A in the business area j can be made fi-om Yj . As a change in value used in an equation, Yj 
would be negative. In the current example, the magnitude of Yj is: 

Yj = Ij + Aiji[(l-Biji)+(l-Ciji)]Diji(l- EijOFiji + A2ji[(l-B2ji)+(l-C2ji)]D2ji(l-E2ji)F2ji 

+ A5ji[(l-B5jlHl-C5ji )]D5ji(l- E5ji)F5jl- 

The evaluation of the parameters is carried out either by definition and agreement, where 
possible, or by evaluation by a method consistent with this invention. For the purpose of 
reducing this example to sample values, the following parameter values are used. Those 
assumed to have been determined by agreement or as a matter of defined facts are 
followed by (f), and those obtained by evaluation are followed by an (e). 

Aiji = 1 (f); Biji = 1 (e); Cyi = 0,95(f); Diji - 1 (f); Eyi =0.95(e); 
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Fiji =7xl0'(f); A2ji - 1 (e); Bsji = 1 (e); Caji =0.8 (e); D^ji = 1 (f); 

E2ji =0.9 (e); F^ji =4xl0'(f); A5J1 - 1 (f); B5J1 = 0.8 (e); Csji = 1 (e); 

D5ji = l(f); E5ji=0.6(e); Fsji =lxlO'(f); K2ji =0,5 (e); L2ji=l(f); 

M2ji =0.8(e); N2ji = 1 (f); Q2ji =0.7(e); R2ji =3x10^ (f), where F and R are in the 
units of $/year. 

Based on them: 

(1) The net intellectual asset value of Co. A's position in business area j on an average 
annual basis during the five year period is Zj = 8.8375x10^ $/year. 

(2) The probable loss due to a change in the value of the intellectual property of Co. A 
in business area j on an average annual basis during the five year period is Yj = 0.335x10^ 
$/year. 

Step 3 Details 

The insurance company, Co. C, prepares an insurance proposal for Co, B. It 
contains all of the foregoing analysis and all of the legal and other opinions and other 
bases for the evaluations and definitions. It also contains specific promises to provide 
insurance coverage in exchange for specific premium charges. This proposal is sold to Co. 
B. In this example, it is assumed that the purchase of the proposal is made pursuant to a 
contract, which not only specifies the work product expected in the proposal and the price 
to be paid for it, but that it also establishes confidentiality, grants access to data and 
personnel, and establishes a method whereby agreement could be reached between the 
parties on the values of certain parameters and the assumptions about fiiture litigation. 

The specific insurance proposal in this example would be as follows. The 
insurance company offers to insure Co, B for any losses of the types mentioned during one 
year in the period for 1.56x0.335x10^ $ = $ 0.5226x10^ . The factor 1.56 is selected 
arbitrarily for this example to incorporate the costs and the profits to Co. C in the price. 
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This premium of 0.5226x10^ $/year would cover Co. B's intellectual property controlled 
ability to practice patents agreed to be worth 11x10^ $/year, their retention of exclusive 
use of the trade secret agreed to be worth 1x10^ $/year, and their avoidance of royalty 
payments to Co. D. of 3x10^ $/year for specified intellectual property predicted to be in 
patent 3. Thus, the potential protection is for $15x10^ $/year at a premium of 0.5226x10^ 
$/year. This is a simple example and uses annual averages. Naturally, some of the 
parameters are functions of time, and so would be the terms of an actual policy proposal 

Prophetic Example 5 

This example considers the case in which the issues are related to the intellectual 
property-determined ability of a company, Co. A, to do business in an area, j, in which it 
has an enabling patent (patent 1), trade secret knowledge, and a pending patent 
application. The information given in this case is the same as that of Prophetic Example 4, 
except that the Directors of Co, A do not necessarily agree that the probability of patent 1 
being found to be valid is 0.95, as agreed by Co. B and Co. C for the purpose of preparing 
the insurance policy proposal to cover the risks as desired by Co. B. 

The Directors of Co. A are worried that that might result in too low a sales price 
for Co. A and that there might be a successful suit by a stockholder against them to 
recover lost value in the sale of Co. A. Furthermore, they want the value of patent 1 to be 
evaluated over the remainder of its lifetime, which extends to seven years beyond the date 
of the proposed sale. So, for this policy, the Directors of Co. A ask that the probability of 
patent 1 being found to be valid, if tested in a trial to judgment, be evaluated as part of the 
preparation of the insurance policy. 

Application of the methods of this patent, employing one acceptable calculation 
based on evaluations, produces the following result. 

The value of patent 1 over its remaining seven years , with the evaluated 
probability of validity being found to be 0.99, is $1,862x10^ greater than it would be 
worth if that probability were agreed to be equal to 0.95. This leads to an insurance 
proposal to the Directors of Co. A. The proposal is for coverage in the amount of 
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$1,862x10^ in the event of a successful suit by the stockholders of Co. A. The premium 
proposed is set by Co. C at $1x10^ with the condition that the Directors of Co. A make a 
recorded and good faith eflFort to negotiate a higher sales price on the grounds the fair 
value of patent 1 is $1,862x10^ higher than asserted by Co. B. The Directors of Co, A 
pay for and receive the proposal and supporting information. Other terms of the insurance 
proposal include a time limit of tv^o years and an agreement on the manner of conducting 
legal efforts and decisions. 

The Directors of Co. A can take the coverage or decline it in favor only of using it 
in negotiations to raise the selling price of Co. A. 

Prophetic Example 6 

This example considers the case in which the issues are related to the intellectual 
property-determined ability of a company, Co. A, to do business in an area, j, in which it 
has an enabling patent (patent 1), trade secret knowledge, and a filed provisional patent 
application. The information given in this case is the same as that of Prophetic Example 4, 
except that the bankers for Co. B seek an independent evaluation of the trade secret 
position of Co. A. They ask for an insurance proposal that would cover the loss to the 
operations being purchased when Co. B purchases Co. A that are associated with the loss 
of exclusive use of the trade secret. 

The insurance company agrees to prepare a proposal for insurance that would 
cover the portion of the 1x10^ $/year value of the exclusive use of the trade secret that is 
lost due to its discovery and successful use by competitors during a period of five years. 

In the application of the methods of this patent, the facts are ascertained first. 
Then a valuation is placed on the trade secret, the probability that it exists, is rightfiiUy 
owned, will stay secret, and has a value beyond what is widely known to people in the 
field during the proposed insurance period. For the sake of the example, the net 
intellectual asset value in the first year is evaluated to be $0.81x10^ , using a method under 
this patent. For the second year, it is evaluated to be $0.64x10^ , because the evaluators' 
opinion is that the intellectual developments in the field will have a chance of making this 
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trade secret become part of the ordinary knowledge in the field and because there is a 
greater chance for there to be a market impact on Co. A by the second year. 

When the insurance policy is presented to the bank, it is for a policy to cover 
market losses up to $1x10^ for the first year in return for a premium of $0.2x10^. For the 
second year, the premium would be $0.4x10^. For the third year, the premium would be 
$0.9x10^, and there would be no coverage offered at less than the possible losses for the 
fourth and fifth years. 

The bank requesting the insurance proposal would pay for and receive the 
proposal, which would contain the analyses and evaluations that went into its formulation. 
Then, they can purchase the insurance or not. Whether or not they purchase it, they have 
received an evaluation of the intellectual property in a form that can be used with great 
assurance because it comprises not only the carefiil legal work and experience of experts, 
it also has a binding proposal fi*om the evaluators to share the risk. 

Prophetic Example 7 

Company A is a technology-based company with a portfolio of 10 patents, which it 
claims provides it with the potential to establish a strong market position in the treatment 
of radioactive medical and other commercial waste products. It approaches a venture 
capital firm, Co. B, with the need for $20,000,000 in additional capital. Co. A needs some 
of the money to develop the inventions up to the stage of marketing, and some of it to 
continue operations until customers have paid for their products and services. 

The venture capital firm begins to put together a fimd for this purpose. It needs to 
know the value of the patent position of Co. A. It particularly needs to know if Co. A can 
control the use of key aspects of the intellectual properties, because some of them were 
developed under U. S. Government research contracts, and some were codeveloped with 
another company, Co. D. It also is concerned about the impact of governmental 
regulations on Co. A's ability to do business in a timely manner before the proposed funds 
are used up. These concerns include questions related to interstate transportation of the 
waste products, export laws related to the first foreign installation in Japan, and local 
ordinances at the proposed plant sites in the United States. 
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The venture capital firm, Co. B, contracts with the insurance company, Co. C, for 
a proposal for insurance that would cover losses due to future changes in value of the 
intellectual properties of Co. A. 

The insurance company ascertains the facts, including identifying the pieces of 
intellectual property, the nature of the insurance policy requested, and relevant business 
facts. Then, it carries out the evaluation process. In this case special attention is paid to 
making certain that the current evaluation reflects fiilly the current expectations about the 
future values of the properties. This is done because the "change in value" on which the 
insurance will be based is the difference between the actual values the properties have in 
the future and the future value they are assigned in the current evaluation, i.e. their 
"expected" future value. 

Insurance Company C prepares an insurance proposal to cover the losses due to 
any change in value of the intellectual property of Company A associated with the 
intellectual property-determined ability to do business during the insured period. This 
would cover losses if the government or the codeveloping company asserted intellectual 
property rights, for example, but it would not cover losses due to bans on interstate 
transportation of radioactive waste. Similarly, it could cover losses due to its inability to 
use its patent rights in Japan, but it would not include its losses due to newly imposed 
export or import restrictions. 

The msurance proposal includes all of the legal work and analyses of Co. A used in 
preparing the proposal, Co. C delivers the insurance proposal to Co. B in exchange for a 
fee. Co, B then can purchase the insurance or use the information and analyses for its own 
purposes. 

Prophetic Example 8 

Company A is a technology-based company with a portfolio of patents and trade 
secrets. Its product line has grown rapidly in a very competitive environment. The 
owners of Co. A, who are its technological originators and business principals, decide to 
put the company up for sale. Through a mergers and acquisitions firm, they offer to sell it 
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to the owners of Co. B, which is a larger firm that might benefit fi'om incorporating Co, 
A's products into their product line. 

The owners of Co. A say that their reasons for selling Co. A have to do with their 
desire to go their separate ways, return to laboratory research, recover their initial 
investment, and attend to their families' needs. The owners of Co. B wonder whether 
there are any other reasons for the sale. In particular, they wonder whether the owners of 
Co. A have "reason to believe" that the future value of Co. A will be less than projected, 
because of a change in the value of its intellectual property. 

This "reasons to believe" could be based on company-sponsored studies or on the 
knowledge obtained by the owners during the course of their business. In either event, it 
could constitute a trade secret. Knowing the information could influence business 
decisions in important ways. Not knowing the information could cause Co. B to pay too 
high a price for Co. A. 

In order to deal with this issue and the risk it entails, Ca B contracts v^th Co. C, 
the insurance company, to provide an insurance proposal. It would protect Co. B against 
losses due to changes in value of the currently identified intellectual property that were 
predictable if the trade secret information had been revealed to Co. B before the purchase. 

The insurance company first ascertains all of the facts, including the identifiable 
intellectual property of Co. A, the type of insurance policy to be proposed, the relevant 
business facts, and the relevant publicly known intellectual property of the identified 
competitor. Then the insurance company carries out the evaluation steps of the method. 
It orders a complete legal and related analysis of the intellectual property. In this case, 
special attention is paid to asking questions about trade secrets, including market 
projections, knowledge about competitors' research and development, and competitors' 
knowledge of Co. A's intellectual property, for example. The answers to these questions 
are put on the legal record. 

One use of this information is in evaluating the likelihood that the intellectual 
property would be employed by Co. A during the insurance period. If the trade secret 
were that a new competitive product was going to make Co. A's product obsolete and 
that Co. A could not develop another product quickly enough to stay competitive, the 
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future change in the value of the intellectual property would appear in the evaluation at 
this point. It also could appear in the evaluation of the intellectual property of competitors 
if there were a way for the competitor's intellectual property to be evaluated by the 
insurance company. 

Then, the insurance company prepares an insurance policy for Co. B. For this 
example it will be assumed that the result of the evaluation process is that the value of the 
intellectual property will not change in the first year but that it has an actuarially assessed 
probability of declining in value over the last two years of the proposed insurance period. 
The insurance company prepares an insurance proposal containing these intellectual 
property evaluations and binding insurance proposals. It delivers the proposal in exchange 
for a fee for the work. Co. B decides whether to purchase the insurance or use the 
information otherwise. 

It is to be understood that other embodiments of the inv^ention which are covered 
by the language of the claims also constitute part of this invention. For example, the 
invention may be directed to technology covered by U.S. and/or foreign patents and 
patent applications, provisional patent applications, trade secrets, trade dress rights, 
trademarks, service marks, and copyrights. Furthermore, a party may wish to obtain 
insurance coverage for the investment which is undertaken to obtain a commercial product 
after an invention is first conceived. Additionally, the insurance coverage may extend to 
cover cases in which an employee leaves a company, stealing valuable trade secrets and 
taking them to another company. In these scenarios, an insurance policy could be issued 
which could be renewed on an annual basis. 
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What is claimed is: 

L A method of providing protection against an unexpected change in value of an 
intellectual property asset, comprising: 

(a) , obtaining a description of at least one intellectual property asset of a first 

party, 

(b) . determining a value of said at least one intellectual property asset, 

(c) . determining a cost of providing compensation for an unexpected change in 
value of said at least one intellectual property asset, and 

(d) , offering to provide compensation for at least a portion of any unexpected 
change in value of said at least one intellectual property asset to a person v^ith an interest 
in the first party, 

2. A method according to claim 1, fiirther comprising: ^ 

(e) obtaining a first fee in exchange for offering to provide compensation. 

3. A method according to claim 1, w^herein step (d) includes providing an 
evaluation of said at least one intellectual property asset. 

4. A method according to claim 2, wherein step (d) includes providing an 
evaluation of said at least one intellectual property asset. 

5. A method according to claim 1, wherein steps (a) - (d) are executed by, or on 
behalf of, an offeror, further comprising: 

(f) accepting the offer to provide compensation, 

step (f) being executed by said person with an interest in the first party, 

6. A method according to claim 5, wherein step (f) includes paying a second fee to 
the offeror. 
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7. A method according to claim 2, wherein steps (a) - (e) are executed by, or on 
behalf of, an offeror, further comprising: 

(f) accepting the offer to provide compensation, 
step (f) being executed by said person with an interest in the first party. 

8. A method according to claim 7, wherein step (f) includes paying a second fee to 
the offeror. 

9. A method according to claim 1, wherein said value includes at least one future 
value of said at least one intellectual property asset, and said unexpected change in value is 
determined at the time for which said at least one future value was determined. 

10. A method according to claim 9, wherein said value fiirther includes a current 
value of said at least one intellectual property asset. 

11. A method according to claim 1, wherein said intellectual property asset 
includes at least one member selected from the group consisting of patent rights, patent 
application rights, trademark rights, service mark rights, copyright rights, trade secret 
rights and trade dress rights. 

12. A method according to claim 1, wherein said person with an interest in the 
first party includes at least one member selected from the group consisting of the first 
party, an officer of the first party, a director of the first party, a prospective purchaser of 
said at least one intellectual property asset, an officer of the prospective purchaser, and a 
director of the prospective purchaser. 

13. A method according to claim 1, wherein said person with an interest in the 
first party includes at least one member selected from the group consisting of an officer of 
the first party, a director of the first party, a prospective purchaser of said at least one 
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intellectual property asset, an officer of the prospective purchaser, and a director of the 
prospective purchaser, 

14, A method according to claim 1, wherein said person with an interest in the 
first party includes at least one member selected from the group consisting of a 
prospective purchaser of said at least one intellectual property asset, an officer of the 
prospective purchaser, and a director of the prospective purchaser. 

15, A method according to claim 1, wherein said unexpected change in value is 
based upon a legal determination of at least one of invalidity and unenforceability of said 
at least one intellectual property asset. 

16, A method according to claim 1, wherein said value of said at least one 
intellectual property asset includes at least one of a financial value and a monopolistic 
right. 

17, A method according to claim 1, wherein step (b) includes analyzing the 
validity of said at least one intellectual property asset. 

18, A method according to claim 1, wherein step (b) includes assigning a 
monetary value to said at least one intellectual property asset. 

19, A method according to claim 1, wherein said at least one intellectual property 
asset includes at least one patent right. 

20, A method according to claim 1, wherein said at least one intellectual property 
asset consists of patent rights. 
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21. A method according to claim 1, wherein the offer to provide compensation is 
made to said party with an interest in the first party in connection with transfer of 
ownership of said at least one intellectual property asset to a second party. 

22. A method of insuring against a risk of an unexpected reduction in value of a 
patent right, comprising: 

(a) , assigning a value to the patent right while the patent right is owned by a first 

party, 

(b) . estimating the likelihood of an unexpected reduction in value of the patent 
right, and 

(c) . agreeing to provide compensation to a person with an interest in the first party 
for at least a portion of any unexpected reduction in value of the patent right during a 
particular period of time after receipt of an insurance premium, the insurance premium 
being paid in connection with a transfer of ownership of the patent right. 

23. A method of providing protection against an unexpected change in value of 
at least one intellectual property asset, comprising: 

(a) , obtaining a description of said at least one intellectual property asset owned by 
a first party, 

(b) . determining a value of said at least one intellectual property asset, 

(c) . determining a cost of providing compensation for a fixture unexpected change 
in value of said at least one intellectual property asset, and 

(d) . agreeing to provide compensation to a person with an interest in the first party 
for at least a portion of any future unexpected change in value, the agreement being made 
in connection with a transfer of ownership of said at least one intellectual property asset to 
a second party, 

24. A data processing system for use in administering an insurance program to 
insure the value of an intellectual property asset, comprising: 
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(a) , means for receiving a first numerical input which includes at least one of the 
following numerical values or sets of values: 

(i) . a first numerical value or set of values which is representative of the 
likelihood that the intellectual property asset would be found valid if the validity of the 
asset was determined by litigation, 

(ii) . a second numerical value or set of values which is representative of a 
predicted appraised value of the intellectual property asset during a particular period of 
time, and 

(iii) . a third numerical value or set of values which is representative of the 
likelihood of a competitive patent causing a significant reduction in the predicted 
appraised value of the intellectual property asset during a particular period of time, and 

(b) means for calculating a proposed insurance premium based upon at least the 
first numerical input. 

25. An insurance proposal form, comprising: 

a plurality of first pattern areas including alphanumeric characters representing a 
set of insurable intellectual property assets owned by a first party, 

a plurality of second pattern areas including alphanumeric characters representing a 
likelihood that one or more particular intellectual property assets in the set would be found 
valid and/or enforceable if their vaUdity and/or enforceability was determined by litigation, 
and 

a plurality of third pattern areas including alphanumeric characters representing a 
proposed premium for insuring against an unexpected change in value of at least a portion 
of the set of insurable intellectual property assets. 

26. An insurance proposal form according to claim 25, fiirther comprising a 
plurality of fourth pattern areas including alphanumeric characters representing a person 
designated to receive the insurance proposal form, said person being a party with an 
interest in the first party. 
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27. An insurance proposal form, comprising: 

a plurality of first pattern areas including alphanumeric characters representing a 
set of insurable intellectual property assets owned by a first party, 

a plurality of second pattern areas including alphanumeric characters representing a 
proposed premium for insuring the proposed set of insurable intellectual property assets, 
and 

a plurality of third pattern areas including alphanumeric characters representing a 
second party designated to receive the insurance proposal form, the second party being a 
proposed purchaser of the set of insurable intellectual property assets. 

28. A computer-generated insurance policy form oflfering to insure at least a 
portion of the value of at least one intellectual property asset exclusive of legal fees, the 
insurance policy form being generated in connection with a proposed transfer of 
ownership of said at least one intellectual property asset. 

29. A computer-generated insurance form for protecting a right to practice 
technology which is described in an agreement to transfer intellectual property assets of a 
company, the computer-generated insurance form being generated in connection with a 
proposal to transfer ownership of the intellectual property assets from a first party to a 
second party. 
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ABSTRACT OF THE DISCLOSURE 



Disclosed herein is a method of providing protection against an unexpected change 
in value of an intellectual property asset, which includes: 

(a) , obtaining a description of at least one intellectual property asset of a first 

party, 

(b) . determining a value of the at least one intellectual property asset, 

(c) . determining a cost of providing compensation for an unexpected change in 
value of the at least one intellectual property asset, and 

(d) . offering to provide compensation for at least a portion of any unexpected 
change in value of the at least one intellectual property asset to a person with an interest in 
the first party. A corresponding data processing system, insurance proposal form and 
computer-generated insurance policy form also are disclosed. The method, system and 
forms of the invention can be used, for example, as part of a "due diligence" analysis in the 
context of the purchase and/or sale of intellectual property assets. 
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